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ABSTRACT
The question of policy origination is the very essence of state public policy analysis. This
study provides an overview of the previous research on innovation, as defined by Rogers (1962,
2003) and Walker (1969), and determinants models of state policy formulation, as they relate to
innovation and policy adoption on the state level. The literature review indicates that previous
research mostly focused on the internal state characteristics such as political and socioeconomic
variables to explain state differences in policy adoption. The literature also indicates a general
lack of empirical research relating diversity to innovation and policy adoption.
State governments have to deal with diversified populations and workforces whether they
want to or not. The number of immigrants from other countries as well as migrants from other
states is constantly growing. For instance, in just the five years from 2000 to 2005, we added
almost 5.5 million immigrants, and that figure represents only those who are documented. These
people are coming from all over the world. They speak different languages, are accustomed to
different foods, and have different religious affiliations. It would be unrealistic to expect them to
have social and political values similar to those of people born and raised in the United States.
The impact and the overall influence of such diversity on state policy formulation have not yet
been fully explained. The growing importance of diversity in the United States calls for its
inclusion into state policy adoption models.
This study proposes a new model including a construct of diversity as one of the
determinants of state policy adoption. The reasoning for the new model is twofold: first, to
determine the potential influence of diversity on innovation, and second, to determine whether
iii

diversity also influences state policy adoption. Structural Equation Modeling (SEM) is used to
test the proposed model in five different policy areas: education, health care, criminal justice,
economic development, and environmental policies.
Results of the analysis indicate that, while state diversity is positively associated with
state innovation and state policy adoption, inclusion of state socioeconomic and political
variables in the analysis decreases the relative influence of state diversity on innovation and
policy outcomes. Furthermore, the relative influence of diversity, socioeconomic, and political
variables differs among the policy areas used in this study. Three major themes are noticed here:
the overwhelming significance of state political characteristics to state innovation, the relatively
moderate significance of state socioeconomic characteristics to state policy outcomes and state
innovation, and the low significance of state diversity variables to state policy outcomes.
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CHAPTER ONE: INTRODUCTION
The question of why states choose some public policies over others has been
studied by a number of researchers. Most of them have focused on the internal state
characteristics such as political and socioeconomic variables to explain differences
among states. As Miller (2004) points out, political variables typically include public and
elite opinion, political party control, legislative professionalism, gubernatorial power,
administrative capacity, political culture, and interest group strengths. Socioeconomic
variables, on the other hand, include population composition and size, state economic
activities and state personal income, urbanization, natural resources, regional economic
activities, and state fiscal capacity (p. 35).
As Miller states, most researchers focus on one or more of the variables listed
while trying to explain differences and similarities among states in particular policy
areas. One way to explain such differences is by focusing on state policy diffusion and
innovation with special attention given to policy adoption (Miller, 2004).
This study proposes a new model of policy adoption based on the analysis of
existing literature on state public policy processes. The focus of the study is on
determinants models of innovativeness and policy adoption. A number of contributions
are made to the existing body of literature. First, a contribution to the state policy
literature is accomplished by separating diversity from other socioeconomic and political
characteristics of the states. Second, the proposed model is tested using policies from five
different policy areas as opposed to previous research, most of which concentrated on
only one area. Third, an innovative analytical tool, structural equation modeling (SEM),
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is used to test the fit of the final model and to study the relationships between diversity,
innovation, and state policy adoption. SEM has several advantages over traditional
regression and time-series analysis, with the most significant advantage being the
addition of possible improvements to a proposed model to better its fit. Finally, this study
fills a gap in the policy research literature. As the literature review will show, most of the
existing research dates back to the 1960s through the 1980s, with limited findings
published within the last 10 to 15 years.
Problem Statement
State governments have to deal with diversified populations and workforces
whether they want to or not. The number of immigrants from other countries as well as
migrants from other states is constantly growing. The number of immigrants has
increased dramatically in the past decades. For instance, in just the five years from 2000
to 2005, we added almost 5.5 million immigrants, and that figure represents only those
who went through the legal process. These people are coming from all over the world.
They speak different languages, are accustomed to different foods, and have different
religious affiliations. It would be unrealistic to expect them to have social and political
values similar to those of people born and raised in the United States. Does such diversity
matter when policies are formulated? Definitely, but it has not yet been fully accounted
for.
Another key factor is interstate migration. As a fact of life, we move at a faster
speed than we used to, we accept jobs elsewhere, and we are willing to relocate. We are
becoming more and more flexible in time and space. Sometimes we do not even want to
2

move, but we are pushed to do so. Consider Hurricane Katrina of 2005 and how it
affected the lives of millions of people living in the Gulf Coast area. Many of them will
not have a home to come back to for many years to come. They were forced to move and
settle down in other states. Did it have an effect on those states? Did the racial and
nationality composition of those other states change as a result of such interstate
migration? Most likely it did. It is unclear whether or not interstate migrants bring new
political culture, as identified by Elazar (1984), to their new place of living, but one thing
is for sure—it cannot go unnoticed. Some research is necessary to identify the role of
diversity in the policy-making process. Diversity is a new fact of life, researchers should
incorporate it into their work and study it carefully as we are likely to experience more of
it in the future.
Need for the Study
There is a clear need to identify diversity as a separate variable, based on its
growing importance. Such importance could simply be seen based on the growing diverse
population and its racial and ethnic composition. These numbers increase on a daily
basis. Previously, diversity was most often included in the analysis as one of the
socioeconomic variables. Berman and Martin (1992), for instance, employ an index of
socioeconomic and cultural diversity formulated by John Sullivan (1973). The diversity
index used in the study incorporated, besides ethnic stock and religion, such categories as
education, income, occupation, and housing ownership, which are commonly recognized
as socioeconomic characteristics. The conclusion can be made that the study does not
identify diversity itself as a separate characteristic, much less as a variable.
3

Some research done in the 1990s focused more on racial and ethnic influences in
the American states and its effect on some policy areas (Heron and Tolbert, 1996, 2004;
Tolbert and Hero, 2001; Lee and Bean, 2004). Later research focused on the ethnic,
gender and educational diversity of state legislatures (Thomas and Welch, 1991; Squire,
1992; Bratton and Haynie, 1999; Bratton, 2002; Sanbonmatsu, 2002; Branton and Jones,
2005; Preuhs, 2007).
At the same time, most of the existing policy literature did not attempt to include
a comprehensive diversity model in the analysis. Therefore, it seems appropriate to
combine state population diversity and state legislature diversity, bring it into the
research on state policy formulation and state innovativeness, and identify its relative
importance among other state characteristics.
In addition to including diversity in the analysis, it is vital to understand which
characteristics of a state play a key role in the process of policy adoption and whether the
importance of certain internal determinants differs by policy areas. The latter would
allow us to draw significant conclusions about similarities and differences in the policy
adoption processes in different policy fields and about the importance of particular
socioeconomic, political, or diversity variables in the adoption of certain policies. We
should not, however, exclude the possibility of all variables being equally important in all
five policy areas used for the analysis.
Significance of the Problem
Prediction of legislative outcomes is one of the main purposes of policy analysis.
Therefore, knowledge of internal and external factors affecting such outcomes is critical
4

in the state policy arena. Internal factors include socioeconomic conditions of a state, its
political characteristics, and its overall diversity. Federal policies and policy adoptions by
neighboring states and regions are external factors influencing the policy adoption
process. This study, however, does not attempt to focus much on external factors, leaving
this area to future researchers.
It is very difficult to track federal influences. Some of the tracking mechanisms
employed in the existing literature on the topic include federal financing for state
programs, lists of federal priorities, and federal mandates. At the same time, such
mechanisms seem to be insufficient for predictive purposes and in developing models of
state policy adoption. For instance, every federally mandated policy will be adopted by
every state in the nation, sooner or later.
Regional influence, on the other hand, is far easier to track. It could be done using
U.S. Census Bureau and ICMA (International City/County Management Association)
standardized regions. Employing regions and neighboring states to predict policy
adoption uses the Diffusion of Innovation Theory (Rogers, 1962). This study identifies
innovation as one of the important constructs in the predictive model of policy adoption.
Therefore, leaving federal influence aside, the proposed study does employ one of the
concepts utilized in explaining external factors of state policy adoption.
As the literature review section will reveal, previous research has focused mainly
on a single policy field when trying to explain the process of policy adoption. Up to now,
the research primarily concentrated on three policy areas: education, welfare, and civil
rights. Virginia Gray (1973) undertook the only attempt to analyze multiple policy areas,
when she combined all three listed areas in a single study. Therefore, it is essential to
5

conduct a complex analysis to figure out which internal predictors of policy adoption—
socioeconomics or politics—are of the most importance; whether diversity influences
innovation and, through innovation, policy adoption outcomes in the states, and whether
the importance of internal characteristics of the states in the policy adoption process
differs by policy areas.
Using more advanced analytical methods, such as structural equation modeling
(SEM), allows the researcher to improve the model proposed as a result of a literature
review, and it also helps to increase reliability of the findings and overcome some of the
limitations of regression analysis.
Scope of Work
This study aims to develop and test a new determinants model of policy adoption
based on a review of existing literature on the topic of determinants of state policy
adoption and innovativeness among the states. The state of the research on the issue is
identified, and a new theoretical model is developed to include a variable of diversity
along with socioeconomic and political variables commonly used in the analysis of
innovation and policy adoption. The proposed model is tested using data from five policy
fields by employing the analytical technique of structural equation modeling (SEM).
SEM allows researchers to test for relationships between different components of a
model. In this case, relationships between diversity, innovation, and policy adoption, if
any, are identified and tested. A number of improvements to the new model are proposed
to allow for the best possible fit of the model to the data.
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The next part of the study provides a literature review of the topic. The second
part comprises a theoretical framework and a proposed new theoretical model. The third
part of the study outlines the study methodology, including the research questions and
hypotheses, analytical methods appropriate for the model confirmation, variables used in
the study, etc. At the end, the study limitations are listed and a possible direction for
future research is suggested.
Operational Definitions
This study examines the relationship between determinants of state policy
adoption—socioeconomics, diversity and politics, and innovation—in five different
policy fields: education, health care, criminal justice, economic development, and
environment. Operational definitions used in the study are listed below. It should be
noted that all variables included in three constructs proposed by the study are derived
from the literature review and previous empirical research on the subject, both described
in more detail in the following section of the study.
Diversity is represented by percentages of African American and Asian
population in the states, state white diversity index, indices of legislative ethnic minority
and legislative gender minority, and state regional affiliation in relation to the South.
Socioeconomics includes population, income, education, and urbanization
variables as the most widely discussed in the literature and supported by empirical
analysis variables.
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Politics refers to political culture, policy liberalism, interparty competition, and
legislative professionalism as factors discussed the most in the literature and supported by
empirical analysis.
The study proposes that internal characteristics of a state have an effect on the
states innovativeness and on state policy adoption. Some determinants could be more
important than others, while their effects might differ by policy area.
Purpose of the Study
The study, as designed, achieves several major purposes. First, it assesses whether
there is a difference between an initial importance of socioeconomics and politics on
states innovation and policy adoption. Second, it determines if diversity can be separated
from other state characteristics as an important predictor of states innovativeness and
policy adoption. Third, it identifies relationships between diversity, innovation, and state
policy adoption. Finally, it determines if the relative importance of states internal
characteristics differs between policy areas.
Researchers and future policy makers could utilize the results of the study as
follows. The most obvious purpose is knowledge of whether or not diversity can serve as
one of the predictors of policy adoption. Second, a model developed in the study could be
used to predict the possibility of policy adoption on the state level. Therefore, the major
purpose of the study is to justify the model outlining the relationship between such state
characteristics as socioeconomics, diversity and politics, innovation, and policy adoption.
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Possible Implications
From the best-scenario perspective, future researchers and policy makers could
use the results of the study to predict the possibility of adoption of a particular policy by a
particular state based on the characteristics of a state. In addition, the analysis also helps
to determine which internal characteristics should be used for prediction purposes.
The analysis could reveal one of the following. First, if the relative importance of
certain internal factors is similar across the policy areas, those factors should be used to
predict state policy adoption in the five policy areas included in the analysis. In addition,
it might be possible to generalize the results of the study to other policy fields. Second, if
the relative importance of internal characteristics differs by policy area, it might be
possible to determine which factors are more or less important in each one of the five
policy areas used. Finally, the study finalizes the relative importance of socioeconomics
and political variables of internal determinants models, and there is an opportunity to
separate diversity as a variable, which could be a determinant of its own in predicting a
state’s innovation and policy adoption.
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CHAPTER TWO: LITERATURE REVIEW
Theoretical Framework
The concept of innovation, as originally formulated by Rogers in his Diffusion of
Innovation work (1962), was later refined by Walker (1969) and enhanced by Down and
Mohr (1979), who came up with a Theory of Innovation.
The Diffusion of Innovation Theory (Rogers, 1962, 2003) defines an innovation
as ―an idea, practice, or object that is perceived as new by an individual or other unit of
adoption‖ (2003, p. 11). Rogers defined innovativeness, on the other hand, as ―the degree
to which an individual or other unit of adoption is relatively earlier in adopting new ideas
than other members of a social system‖ (p. 41). Diffusion, according to Rogers, is
―the process by which an innovation is communicated through certain channels over time
among members of a social system‖ (p. 6). It is a type of social change. The process of
diffusion, therefore, consists of four main elements: the innovation, communication
channels, time, and the social system (p. 11). Among characteristics of innovations
influencing their rate of adoption are (1) relative advantage, (2) compatibility, (3)
complexity, (4) trialability, and (5) observability (pp. 16–17). Rogers spoke of
innovations mainly in relation to adoption of new technology, not policy intervention.
Originally formulated in 1962, the theory was reformulated by Rogers five times,
with the latest update taking place in 2003. In his latest work, Rogers addressed
limitations and criticism of diffusion research that occurred in the last 30+ years, since he
originally developed the theory.

10

While Rogers wrote mostly on the diffusion of innovations, Mohr (1969) focused
his research on innovation itself. Later, Downs and Mohr (1979) made several important
points about the Theory of Innovation. First, they suggested that it should be built around
the ―innovation decision‖ as the unit of analysis, rather than either innovations or
adopters1. Second, to eliminate the confounding effects of time of awareness in studies of
innovation, they suggested considering two levels of innovation—adoption and
diffusion2.
Berry and Berry (1991) provided empirical evidence consistent with Downs &
Mohr’s interaction hypotheses. They also stated that as long as there is some interaction
between independent variables, such as the socioeconomic and political factors, and a
particular policy, they can be considered as influencing the probability of policy
adoption. It is important to mention that the Theory of Innovation implied that there are
also interstate factors that influence adoption of states’ policies. Berry and Berry
confirmed the positive effect of the number of previously adopting neighboring states on
the probability of adoption (p. 574).
In his article, Miller (2004) generalized that internal determinants models and
traditional diffusion models are both consistent with Downs & Mohr’s Theory of
Innovation. Miller made several assumptions that the socioeconomic, political, and

1

Downs and Mohr define innovation as ―the earliness or extent of use by a given organization of a given
new idea,‖ where ―new‖ idea is only new to an adopting agent. Therefore, the innovation decision approach
takes into consideration a second perspective of the idea adopted, along with the adopting agent. Thus,
quick adoption of a certain idea by an organization proves that that organization is innovation and the idea
itself is quite adoptable (p. 385).
2

Authors see innovation as a process that occurs in two phases—diffusion and adoption. At the diffusion
stage, a prospective adopter becomes aware of innovation. At the adoption stage, an adoption decision is
being reached.
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interstate factors can be conceptualized and reflect the decisions of a policy maker to
innovate (p. 43).
Besides innovation and its diffusion among states, researchers should also take
into consideration the complexity of demographic composition of the states and their
state governments when speaking of innovative decision making and state policy
adoption. This study proposes to use the Theory of Descriptive Representation (Pitkin,
1967) to justify creation of the construct of state diversity comprised of indicators
describing characteristics of state demographics and state legislatures. This theory
essentially implies that a body of elected representatives should demographically
resemble those it represents. The concept of descriptive representation specifies that ―a
legislature should be a miniature in the sense that it should have members to correspond
to each feature of the national landscape‖ (p. 73). Demographic representation commonly
includes the racial, ethnic and gender composition of government bodies. More
specifically, ―descriptive representation refers to the representation of groups by
individuals who share the same physical characteristics‖ (Preuhs, 2006, p. 586).
Hanna Pitkin (1967) cited several policy analysts, who, starting from the early
1920s, argued that ―[t]rue representation… requires that the legislature be so selected that
its composition corresponds accurately to that of the whole nation; only then it is really a
representative body‖ (p. 60). Therefore, the earlier concept of representation depended on
the representative’s characteristics, not his or her actions. For the concept’s earlier
advocates, descriptive representation was similar to proportional representation. While
the legislative composition was the main concern of the proportionalists, they were also
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interested in legislative activities, as they expected ―the composition to determine the
activities‖ (p. 63).
Later research utilized the Theory of Descriptive Representation to create
theoretical models showing how racial and ethnic descriptive representation is linked to
policy influence. For instance, Preuhs (2006) and Bratton and Haynie (1999) proposed
the presence model to establish links between minority descriptive representation and
policy influence. This model suggests that ―descriptive representatives, who share unique
experiences and backgrounds with minority constituents, act as stronger advocates for
minority group interests‖ (Preuhs, 2006, p. 586). The literature review section of the
study provides an overview of the empirical research available to date on the topic of
descriptive representation and its influence on the policy adoption process.
Based on the literature review, the theoretical framework of this study includes
two major components. First, Downs & Mohr’s Theory of Innovation helps build a
determinants model of policy outcomes based on political and socioeconomic variables in
their relationship to state innovation. Second, the Descriptive Representation Theory
provides a justification for inclusion of an additional variable of diversity into the
determinants model of policy formulation. Pitkin’s Descriptive Representation Theory
helps us understand how changing demographics of American states might influence the
gender and racial composition of state legislatures and policy adoption outcomes.
The outlined theories allow us to determine four major constructs of the proposed
model. The first three constructs that the Innovation Theory covers are socioeconomics,
politics, and innovation. The Theory of Descriptive Representation helps to justify adding
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the construct of diversity to the model and provides rationalization for inclusion of
indicators describing state legislatures into the diversity construct.
Literature Review
This section provides a comprehensive literature review on the subject of state
characteristics influencing public policy adoption, innovativeness, and diversity among
the states. Showing the development of a state policy adoption model over time, the
literature review revolves around three major topics: politics, socioeconomics, and
innovation, with a fourth topic of diversity added to justify a newly proposed model of
state policy adoption.
Political Characteristics
The first model of state policy adoption can be found in the early literature on
state policy adoption. This model explains adoption of policies by the states as a result of
the political characteristics of the states. Figure 1 summarizes this model.
STATE POLICY

POLITICS

ADOPTION
Figure 1: Early Model of State Policy Adoption

The early model of state policy adoption, depicted in Figure 1, suggests that the
only factors affecting adoption of policies on the state level are political characteristics of
the states. The following section provides an overview of the literature on political
characteristics that were often found to be important in determining state policy
outcomes.
14

Four political characteristics of states have an effect on public policy adoption: (1)
political culture (Elazar, 1984), (2) general policy liberalism (Gray, 2002 in Gray and
Hanson, 2004), (3) interparty competition or a lack of thereof (Gray and Hanson, 2004),
and (4) legislative professionalism (Squire, 2000). The following literature review
provides a detailed description and a state of research on each one of these four
characteristics.
Political culture has been identified as a particular pattern of orientation to
political action that is embedded in every states political system (Elazar, 1984). In his
published work of 1966, Elazar identified three American political cultures: moralistic,
traditionalistic, and individualistic. According to Elazar, traditionalistic states are more
centralized; moralistic states are more decentralized; and individualistic states fall
somewhere in the middle. According to Elazar’s typology, innovative activity should be
strongest where moralistic cultures dominate, because of the common concern for the
public welfare. Where traditionalistic culture dominates, on the other hand, innovative
activity should be weakest because of the general interest in maintaining the status quo.
In the individualistic states, the innovative activity is dependent on citizen demand and
usually falls somewhere in between.
Elazar posits that moralistic and individualistic cultures may actually serve as
resources for innovation, while traditionalistic culture is more of an obstacle to
innovation. However, the role of political culture as a resource or an obstacle to
innovation may depend on the particular policy innovation being considered.
Policy analysis researchers often operationalized political culture using the
Elazar/Sharkansky scale (Sharkansky, 1969). It was argued that the three political
15

cultures form a linear scale on several dimensions, such as political participation,
bureaucracy, government’s intervention in the community, and the initiation of new
programs. Sharkansky has found that state political culture, measured by a
unidimensional scale ranging from moralism through individualism to traditionalism,
relates to features of popular participation patterns, the bureaucracy, and certain
governmental programs. However, there are small inconsistencies between Sharkansky’s
and Elazar’s conceptualizations. Using the scale developed by Sharkansky, a state is
either more moralistic or more traditionalistic, but not more individualistic. Johnson
(1976) pointed out in his research that this scale does not make much sense if a state is
predominantly individualistic. In his opinion, Sharkansky’s scale does not preserve the
notion that there are three separate political cultures for American states (p. 499).
Sharkansky used 23 variables for the socioeconomic characteristics of each state,
including per capita personal income and the percentage of the population living in areas
considered ―urban‖ by the U.S. Census Bureau (p. 75). The author chose those variables
because of the relative power they have shown when compared to other socioeconomic
variables, in relation to measures of state politics and public policy. By testing for
socioeconomic characteristics and for federalism, Sharkansky identified that the
following variables show a significant association with culture while controlling for
regions: voter turnout, the liberality of suffrage regulations, tax effort, and expenditures
and measures of service in the fields of education and public welfare (p. 81). Sarkansky
concludes his article by saying that Elazar’s designations for the political cultures of each
state are of questionable reliability and are limited in the number of traits of each political
culture they assess.
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Johnson (1976) explored the utility of political culture as defined by Elazar in
explaining state political system characteristics. Johnson’s study explored measures of
political culture in their relations to political system characteristics. Johnson found
significant correlations between government activities; local emphasis on and
administration of programs; innovative activity by the government; and encouragement
of popular participation in elections, party competition, and political culture in the state.
Interestingly enough, Johnson used census data on religious affiliation as indicators of
various political cultures (p. 492). Based on Elazar’s historical analysis, Johnson argued
that ―data on the membership of various religious denominations can be used to trace
migration streams and to identify the strengths of various political cultures in American
states.‖
Morgan and Watson (1991), like Johnson (1976), made an attempt to update
Elazar’s typology for all states for 1980 using religious affiliation data as well. Their
research found that, holding constant environmental variables such as affluence,
industrialization, fertility, and liberal political ideology, moralistic states had more
interparty competition, higher voter turnout, more policy-relevant parties, and more
liberal and innovative policies. On average, results showed that the political culture
indices do not vary much from the measures constructed by Elazar. Basically, Morgan
and Watson followed Elazar’s historic analysis and extended Johnson’s work. The
argument for doing so consisted of the following: Johnson used census data for the period
of 1906–1936, but a more up-to-date measure of religious affiliation was necessary as
migration patterns ―may have produced substantial changes in the religious makeup of a
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number of states, especially in the West and perhaps even among some southern states
(e.g., Florida and Texas)‖ (p. 32).
An important thought spelled out by Morgan and Watson (1991) is recognition
that religious affiliation is not the only determinant of an area’s political culture. Authors
noted that ethnicity plays a part as well, and it might become a complicated influence in
interpreting the effects of political culture when it is operationalized only with religious
data. Morgan and Watson suggested that religious and ethnic data should be combined to
produce state-by-state measures of political culture (p. 36). They also made an important
point that political culture should not be considered in isolation, but should rather be
combined with certain characteristics of economic development.
State policy research also widely uses interparty competition to analyze state
policies. Austin Ranney originally developed a measure of interparty competition in
1976. This measure represents a long-standing indicator of competition for control of
government. Ranney composed the index of three different components: proportion of
success, duration of success, and frequency of divided control. Bibby and Holbrook
(2004) updated this index for the years 1999–2003. The index is a measure of control of
government, where 0 indicates complete Republican control and 1 indicates absolute
Democratic control. Control might also be evenly split (at the midpoint), characterizing a
highly competitive environment (p. 87). Bibby pointed out that while the interparty
competition index developed by Ranney is useful, it has some limitations. First, it is
based exclusively on state offices, excluding other levels of government. Second, it gives
more weight to some state offices, excluding others. Finally, it does not capture the
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change in interparty competition that might occur over time. This study used the
Ranney’s index of interparty competition updated by Gray and Hanson in 2004.
Yet another political variable that holds promise for understanding why states
choose one policy over another is the general policy liberalism factor (Klingman and
Lammers, 1984, Gray and Hanson, 2004). As its name implies, this variable attempts to
measure the inherent policy liberalism of the states. This measure, developed by
Klingman and Lammers (1984), attempts to assess the tendency of states toward liberal
policies. The assumption is that conservative-policy states are more prone to oppose
change in general than are liberal-policy states.
Klingman and Lammers included expenditure and regulatory policy measures
covering an extended time period in their general policy liberalism factor. Their
conclusions were that states with a generally liberal policy record tend to be nonsouthern
coastal or Great Lakes states characterized by a large, urban, and diverse population; a
liberal, moralistic, active political culture; a highly developed economy; and a
government with high levels of institutional and fiscal capability (p. 598).
The general policy liberalism factor developed by Klingman and Lammers
actually comprises six variables: Walker’s index of policy innovativeness, McCroneCnuddle scale of antidiscrimination provisions (as of 1961), average monthly payment
per recipient of Aid to Families with Dependent Children, number of years since
ratification of the Equal Right Amendment for women (as of 1978), number of consumeroriented provisions (as of 1974), and a percentage of federal allotment to the state for
Title XX social services programs (1976) (pp. 599–600). These six variables represent a
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mixture of expenditure-based and non-fiscal measures, and cover an extensive time
period.
Klingman and Lammers also ran the general policy liberalism factor against a
number of political and socioeconomic variables. Political variables included McGovern
vote, political culture index, interparty competition, voter turnout, tax wealth, legislative
professionalism, powers of governor, and centralization. Socioeconomic characteristics
included Sullivan’s diversity index, need factor, status factor, industrial-urban factor,
unionization, total population, population change, and income change. The authors found
Elazar’s political culture (1984) and Sullivan’s socio-cultural diversity index (1960),
which are noneconomic variables, to be highly correlated with a general policy liberalism
factor.
This study uses the general policy liberalism index created by Gray in 2002 (Gray
and Hanson, 2004). The index includes five indicators measured over a six-year period,
from 1995 to 2001. Variables used to create the index include gun control policies, a
scale of abortion laws, a ranking on TANF welfare eligibility and work requirements, tax
progressivity ranking, and a state’s unionization policy (p. 5).
Among other political variables being more or less used in the studies are a states
governing capacity, legislature’s professionalism, and a governor’s institutional powers
(Beyle, 1980, 2004). Thompson defined a states governing capacity as ―ability to
formulate coherent, creative, plausible policy and carry it out efficiently, effectively, and
accountably‖ (cited by Miller, 2004, p. 38). Regarding professionalized legislatures,
Sigelman (1981) argued that more professional legislatures are more likely to adopt
innovative policies. Kurtz developed an index of a legislature’s professionalism in 1990,
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by dividing legislatures into three categories based on resources and time commitments to
the legislature. More complete measures of legislative professionalization can be found in
Hamm and Moncrief (2004, p. 158).
Other examples of employing the above characteristics are the following. Salant
and Martin (1993), for instance, employed four political variables: political culture, the
date of a state’s present constitution, state party competition, and a measure of a state’s
liberalism. Berman and Martin (1992) included the following political characteristics in
their analysis of innovativeness in the states: the rate of public participation, the level of
interest group and party strength, the amount of competition between Democrats and
Republicans, and indices of gubernatorial power and legislative capacity. Political
activity measure was calculated using voter turnout (p. 13). Another study done by
Martin and Nyhan (1994) used similar political characteristics. They employed five
political variables: political culture, party competition, general policy liberalism of states,
number of elected county constitutional officers, and number of municipalities.
In addition, when running for reelection, politicians might be less likely to adopt
new policies that are unpopular among the electorate but more likely to adopt those that
are popular. Mayhew (1974), for instance, related this to the overall sense of confidence
and security a politician has. The degree of interparty competition might also add to a
politicians’ sense of security. Sometimes new policies can be controversial, which would
make them unpopular choices during reelection time.
The following table describes four variables that the study proposes to use in the
construct of state politics.
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Table 1: Construct of State Politics: Proposed Study Variables
Study Variable

Operational Definition

Measurement Instrument

Political Culture

Political Culture Groups defined by Elazar as a
particular pattern of orientation to political action:
moralistic, traditionalistic, and individualistic

Elazar' s Groups (1984)

Policy

Difference between liberal and conservative states in
terms of such policies as gun control, abortion laws,
welfare eligibility and work requirements, and tax
progressivity.

Reverse Gray's Ranking (2002, in Gray
and Hanson, 2004) with 1= Most
Conservative and 48= Most Liberal

Competition

A degree of interparty competition for control of
government is based on proportion of success,
duration of success, and frequency of divided control

Gray & Hanson's (2004) re-calculation
of Ranney's index (1976)

Categorization of state legislators by their degree of
professionalization based on session length, size of
legislative operations, and salary

Reverse Squire's Ranking (2000) with
1= Least professional and 50 = Most
Professional

General
Liberalism

Interparty
(lack of)

Legislative
Professionalism

Summarizing literature on political variables related to policy adoption in the
American states, political culture, general policy liberalism, interparty competition, and
legislative professionalism are the most widely discussed in the literature and the most
strongly supported by empirical analysis. At the same time, Elazar’s concept of political
cultures seems to draw the most attention from researchers.
Socioeconomic Characteristics
The second part of the determinants models is represented by socioeconomic
variables such as state fiscal capacity, state economic conditions (often measured by per
capita personal income), education, and urbanization. Inclusion of socioeconomic
conditions of the states was a logical extension of the previous model and came up first in
the work of Thomas Dye (1966). Dye was the first to include socioeconomic
characteristics of the states in state policy adoption analysis while analyzing state party
competition. The author found that socioeconomic characteristics are by far the most
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important in predicting policy outcomes. The next section of the literature review
discusses these variables. Figure 2 presents Dye’s model of policy adoption.

POLITICS

STATE POLICY
ADOPTION

SOCIOECONOMICS

Figure 2: Model of State Policy Adoption: Thomas Dye, 1966.

The state policy adoption model proposed by Thomas Dye and depicted in Figure
2 above suggests that political characteristics of the states are not the only predictors of
policy outcomes. In fact, states’ socioeconomic characteristics also affect the policy
adoption process. The following section provides an overview of the literature on
socioeconomic characteristics that were often found to be important in determining state
policy outcomes.
Four socioeconomic characteristics of the states are recognized to have an effect
on public policy adoption: (1) population, (2) income, (3) education, and (4)
urbanization. The following literature review provides a detailed description and the state
of research on each of these four characteristics.
Thomas Dye (1966) was the first to tie together political and socioeconomic
characteristics of the states and state policy adoption outcomes. Dye focused mainly on
investigating welfare policy issues in terms of political system characteristics and
economic development, and found that ―political system characteristics are much less
important than socioeconomic inputs in determining policy outcomes‖ (p. 259).
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More than twenty years later, Benton and Menzel (1991), as well as Streib and
Waugh (1991), analyzed socioeconomics of county governments. Analysis conducted by
Streib and Waugh, for instance, leads to the conclusion that population changes
associated with urbanization influence citizens’ attitudes concerning certain policy areas.
Socioeconomic characteristics employed in the study included levels of urbanization
measured by population and density, rate of population change, region, and percentage of
revenues received from the states. The authors noted, however, that the nature of county
government itself should be taken into account. Counties were traditional rural forms of
government, which might have led to a higher importance of urbanization on policy
outcomes when compared to the states. A final conclusion made by Benton and Menzel
was that even though the population variables proved to be important, their effects were
not as great as expected. It is important to note that the authors focused on county, not
state, governments. Therefore, their conclusions must be taken with caution in the
framework of this study, which focuses specifically on state governments.
Socioeconomic characteristics may vary slightly among different sources. For
instance, Berman and Martin (1992) conducted a study on states’ innovativeness and
economic development. They identified a pool of eight environmental variables and a
pool of six political variables, which allowed them to separate environmental variables
into two different factors. The first factor—the ―economic-cultural base‖—included
general characteristics of the economy and widely shared values, such as
industrialization,

economic

growth,

urbanization,

and

ideology.

The

second

environmental factor—the ―social-economic base‖—generally served as an indicator of
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the socioeconomic well-being of the states and included such characteristics as education,
income, socioeconomic diversity, and nonmanufacturing economic activity (p. 15).
Berman and Martin (1992) stated that measures of economic development and
economic stress can also be chosen for the analysis. The authors noted that in considering
a state’s level of economic development, investigators usually examine the interrelated
factors of industrialization, population size, urbanization, and personal income.
The authors suggested that economic stress might be behind the efforts of states to
take a comprehensive and multifaceted approach to economic development. Berman and
Martin, for instance, employed two measures of stress. The first measure was the
percentage of the workforce engaged in manufacturing, a generally hard-hit segment of
the economy. The second measure was the business climate rating for individual states
based on the number of new jobs, number of new companies, and number of fast-growing
companies. As a cultural measure, the utility of a scale that ranks mass political
orientations in the various states on a liberal to conservative scale was utilized (Wright,
Erikson, & McIver, 1985). The assumption was made that states on the more liberal end
of the scale would be more inclined to favor an active role for government in the
economy.
Study findings indicated that in relation to adoption of new economic policies,
innovativeness and broad environmental influences of an economic–cultural nature were
of a particular importance (p. 18). Among the socioeconomic characteristics found to be
important to the policy analysis were industrialization and urbanization.
The following table describes four variables proposed by the study to be used in
the construct of state socioeconomics.
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Table 2: Construct of State Socioeconomics: Proposed Study Variables
Study Variable

Operational Definition

Measurement Instrument

State Population

State Population

State Population Share of a total population,
2007 Census American Community Survey

State Income

Gini index of income inequality (a proportionate
distribution of income)

State Education

Percentage of population with a Bachelor’s
Degree

2007 Census American Community Survey,
Index with 0=perfect equality and 1=perfect
inequality
2007 Census American Community Survey,
Percentage Scale

State Urbanization

Percentage of population living in urban areas

2000 Census, Percentage Scale

Summarizing literature on socioeconomic variables related to state policy
adoption in the American states, population, income, education, and urbanization are the
most widely discussed in the literature and supported by empirical analysis.
Innovativeness Literature
As Miller (2004) pointed out, research on innovation began more than two
decades ago, starting with Rogers and his Diffusion of Innovation Theory in 1962. The
most cited study on innovativeness was done by Walker (1969). Walker mentioned in the
introduction to his work that besides political, social, and economic factors, most states
have also been judged based on the speed with which they accepted new ideas, which
might actually lead us to some important insights on the process of political change and
development as a whole (pp. 880–881). Walker defined innovation as a ―program or
policy which is new to the states adopting it, no matter how old the program may be or
how many other states may have adopted it‖ (p.881). Figure 3 presents a new model of
state policy adoption, proposed by Walker.
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Figure 3: Model of State Policy Adoption: Jack Walker, 1969.

The model of state policy adoption proposed by Walker and depicted in Figure 3
suggests that political and socioeconomic characteristics of the states affect state
innovation, as well as state policy outcomes. At the same time, state innovation also
influences the process of state policy adoption.
In his study, Walker tried to identify why some states adopt innovations more
rapidly than others do. To do so, he developed an innovation score that represents the
relative speed with which states adopt innovation. Walker created the score for each state
based on the date of adoption of 88 different programs by at least 20 states over a five
year period between 1965 and 1970. Notably, Walker was mainly concerned with the
introduction of innovation, not with the implementation, funding, or effectiveness of the
innovation.
Based on this analysis, Walker developed a composite innovation score for each
of the states and ranked them according to when they actually adopted policies. His
conclusion was that competition and emulation play major roles in spreading innovation
among the states. Furthermore, Walker correlated several measures of social and
economic development with the innovation score and found evidence that larger,
wealthier, and more industrialized states tend to adopt new programs more quickly than
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smaller and less-developed states (p. 884). Based on his analysis of income, population,
urbanization, education, and literacy, literacy played the least significant role in the
innovation score.
Political characteristics of the states, such as competitive party system, frequent
turnover of officeholders, appointments reflecting an urban population shift, and a high
degree of legislative professionalism, were also positively correlated with an innovation
score (p. 885).
Gray did another study on innovation in 1973. Gray investigated 12 policy
adoptions in three policy areas—education, welfare, and civil rights—and came to the
conclusion that ―innovativeness‖ is policy-specific, meaning that the same states can be
innovative on one policy issue, such as education, but not innovative in other policy
fields. Gray also defined diffusion as ―the process by which an innovation spreads,‖
which ―consists of the communication of a new idea in a social system over time‖ (p.
1175). Gray concluded that patterns of innovation diffusion differ by policy areas and a
degree of federal involvement in state policy adoptions (p. 1185)
Gray’s work supported Walker’s basic assumptions. For instance, it confirmed
Walker’s hypotheses that socioeconomic and political factors are among the most
important preconditions for innovation (pp. 1181–1182). Gray notices, however, that
socioeconomic and political factors do not help to answer the question of why some
states adopt laws at particular points in time. She concludes that ―political and economic
explanations may be more relevant to the most and least innovative states‖ (p. 1182).
Gray confirmed with her research that wealthier and more competitive states are more
innovative.
28

A historic overview of diffusion studies is present in the work of Savage (1985)
who analyzed 45 studies published after the work of Walker. Like that of Gray, analysis
by Savage showed that most studies focused on diffusion of innovation in a single area of
policy and tried to answer the question of why certain policies have been implemented.
Savage recognized three distinctive themes in the research on diffusion of innovation: the
client focus in the process of innovation adoption, the geographic spread of innovation,
and the organizational focus on the adoption of innovation between and within the
organizations. The author analyzed available studies in terms of the generation of
policies, the policy decision process, policy attributes, characteristics of adopters, the role
of change agents, innovation in state organizations, leadership and diffusion networks,
and the consequences of innovation. Savage also confirmed general findings that policy
diffusion research is related to larger concerns with societal development and change, and
with democratic politics, and is likely to be associated with a larger social change.
It should be noted that sociologists did most of the diffusion studies prior to
Walker. Walker, as well as most scholars employing diffusion theory, based his study on
Rogers’ Diffusion of Innovation Theory (1962). As Savage (1985) pointed out in his
article, most sociological studies of diffusion have primarily focused on the spread of
innovation and ideas among organizations and clients, while political science articles tend
to be geographically centered on policy diffusion studies. For instance, Rogers describes
nine major diffusion research traditions, such as rural sociology, communication,
education, marketing, general sociology, anthropology, public health and medical
sociology, geography, and early sociology. Political science, on the other hand, covers
much more than political diffusion studies. ―Political scientists have utilized the diffusion
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perspective in studying numerous other areas of concerns in the discipline‖ (Savage,
1985, p. 2). Savage noted that the major focus of Rogers’ work was research and
development, which plays an important role not only in technological innovation, but also
in social policy development.
―In diffusion research, the innovation-decision process refers to those actions
engaged in by a decision-making entity from first awareness of an innovation to
formation of an attitude toward this innovation, to a decision to adopt or reject, to the
implementation of that decision, and finally, to any confirmation of that decision‖
(Savage, p. 8). Compared to Walker, final implementation stage and entry formation
stage are also included in the evaluation of innovativeness. It is important to mention that
socioeconomic changes and social movements may affect the tendencies of states to
become more or less innovative. Diffusion research confirmed the fact that some states
are generally more receptive to innovative new ideas than others and that various
attributes of innovations shape the responsiveness of states.
Savage (1985) pointed out that most of the findings of diffusion research
concentrate on state characteristics, which are associated with innovativeness. Results,
however, are mixed, finding either positive or negative correlation or no correlation at all
(p. 12). Among the most commonly used characteristics are the following: population
size, industrialization, education level, party competition, public opinion, and religion.
More complex are attempts to find correlations with political culture, pressure group
activity, and socioeconomic change. Some studies also examined characteristics of
policy-making institutions, such as legislative professionalism. A final line of research
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generally concentrated on comparing an index of innovativeness in a certain policy area
to an average index of innovativeness in the state.
Berry and Berry (1999) did a review of the dominant theories of government
innovation in the public policy literature. They noted that the vast majority of empirical
research on government innovation examined policy making in the American states, not
cross-nationally. Articles by Miller (2004) and Berry and Berry pointed out that
government innovation described by Walker (1969) as adoption of a new program or
policy by a state can be explained from two different perspectives: internal determinants
models and diffusion models. Internal determinants models focus on political, economic,
and social characteristics associated with adoption of innovation. These characteristics
are internal to a state. By contrast, diffusion models are intergovernmental, experiencing
either horizontal (state-to-state) influence or vertical (federal-to-state) influence (Miller,
2004; Berry & Berry, 1999).
Although most scholars acknowledged that innovation in public policy
formulation cannot be simply explained by only one of these models, most of the
empirical research prior to 1990 used either one of these models, ignoring the other one.
The employment of event history analysis techniques after 1990 helped to combine
internal determinants models and diffusion models.
Summary of Existing Literature
As Miller (2004) pointed out, previous research on the subject singles out several
political and socioeconomic characteristics as most important in determining state
innovativeness. Starting with Walker (1969) such socioeconomic characteristics as
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population size, education, per capita income, and urbanization are considered to be
determinants of state innovativeness. These characteristics vary among different studies.
Mohr (1969) made an attempt to identify the determinants of innovation in public
agencies and came up with a theory of organizational innovation. He defined innovation
as ―the function to innovate, the strength of obstacles against innovation, and the
availability of resources for overcoming such obstacles‖ (p. 111) or ―the successful
introduction into an applied situation of means or ends that are new to the situation‖ (p.
112). Based on the previous research, Mohr argued that innovation has been linked to
such characteristics as size, wealth, environment, ideology, motivation, competence,
professionalism, decentralization, opinion leadership, etc. Mohr’s hypothesis read as
follows: ―Innovation is directly related to the motivation to innovate, inversely related to
the strength of obstacles to innovation, and directly related to the availability of resources
for overcoming such obstacles‖ (p. 114). Mohr concluded that organizational size, along
with the presence of motivation, obstacles, and resources, is a great predictor of
innovation.
Mohr, however, focused on health departments, not states, as the unit of analysis.
As Berry and Berry (1999) pointed out in their review, research findings are inconsistent
among different policy areas at the state level, which might suggest that characteristics
related to innovation differ depending on the policy that is under consideration. It might
especially be the case when talking about political characteristics related to innovation.
The next section adds an additional component to the determinants models that
currently exist. This model includes a diversity variable that is separate from
socioeconomic factors.
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Diversity Characteristics
A newly proposed part of the internal determinants models, which is not included
in most of the models as a separate variable, is diversity. Figure 4 presents the new
proposed model of state policy adoption.
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SOCIOECONOMICS

Figure 4: Proposed Model of State Policy Adoption

The model of state policy adoption proposed in this study and depicted in Figure 4
suggests that, in addition to political and socioeconomic characteristics of the states, a
state’s diversity characteristics influence state innovation, as well as state policy
adoption. Similar to the model proposed by Walker (1969), state innovation considered to
have an effect on state policy outcomes.
Created by Sullivan (1973) and updated by Morgan and Wilson (1990), the
diversity index has not been widely used in the research literature on state policy. The
following is the reasoning for a new model proposal. First, increased diversification
within and between the states requires that more attention be given to diversity as it
relates to the state policy. Second, created based on 1960 data and updated based on 1980
data, Sullivan’s diversity index needs to be updated once again. Morgan and Wilson did
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notice slight discrepancies between two indices, and such discrepancies might become
even larger if the index is recreated based on census data from 2000. Finally, the index
accounts mostly for socioeconomic characteristics, while true cultural diversity
(racial/ethnic stock, gender diversity and regional composition) gets only two dimensions
out of the index’s total six dimensions.
The index should be recreated to include state population, state legislature and
state regional diversity measures to represent true diversity without mixing it with
socioeconomic characteristics of the states. Furthermore, the new diversity construct
should be based on more recent data. Therefore, the proposed model allows for testing
the relationships between diversity, innovation, and state politics.
In earlier research literature, diversity is mostly, if not entirely, included in the
analysis of public policy and innovativeness as one of the socioeconomic characteristics,
as it has been defined as cultural and socioeconomic diversity and determined by such
variables as income and education, among others (Lieberson, 1969; Sullivan, 1973).
Later research focused on racial and ethnic diversity of state populations and their
relationship to state political culture in particular (Hero and Tolbert, 1996; Hero, 1998).
Finally, ethnic and racial, and gender diversity of state legislatures became a subject of
research in the 1990s (Thomas and Welch, 1991; Bratton and Haynie, 1999; Bratton,
2002; Sanbonmatsu, 2002; Bratton, Haynie and Reingold, 2007).
The next part of the literature review takes a closer look at diversity. The
discussion consists of two parts: policy literature and business literature. The first part
describes literature and studies available to date on diversity and state policy adoption. As
there is not much research on the issues of diversity and innovation by state policy
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researchers, there is a need to supplement the existing body of literature with business
sources.
Policy literature
Previous empirical research categorized diversity and its role in adoption of state
policies around the population characteristics of American states, such as cultural and
racial/ethnic diversity, gender, racial/ethnical, and educational and occupational diversity
of state legislatures, and descriptive representation theories. Earlier literature also
discussed regional characteristics of American states in context of all these categories.
More detailed literature review for each of the identified categories of state diversity is
presented below.
Lieberson (1969) was among the first scholars to develop a measure of diversity.
In his study, Lieberson presented a method for ―describing diversity within and between
groups that are classified by one or more qualitative variables‖ (p. 850). The author
operationally defined diversity as ―the probability of obtaining unlike characteristics
when two persons are randomly paired‖ (p. 850). A diversity measure gives someone an
opportunity to describe the homogeneity of the classes with respect to all chosen
characteristics (e.g., race, religion, political preference) simultaneously. Indices are meant
to determine if a common bond exists among the population, regardless of whether or not
all characteristics are shared (pp. 857–858). The diversity measures can also be easily
standardized to provide a measure of the maximum possible diversity under specified
conditions.
Sullivan (1973) applied measures of population diversity, developed by Lieberson
in 1969, to the states to examine some possible consequences of variation in diversity.
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The diversity index developed by Sullivan included six variables: education, income,
occupation, housing ownership, ethnic stock, and religious affiliation, with 16 different
categories within the set of measures (p. 71). Sullivan calculated diversity indices for all
50 states and ran them against the different political variables described earlier.
For instance, it would be appropriate to expect a more competitive party system in
the states with more diverse populations. As expected, a strong and positive correlation
was found between the index of diversity and various indicators of party competition.
Diversity was also positively correlated with different variables, such as welfare,
education, innovation, culture, and industrialization (p. 76). The author made the
assumptions that more diverse populations should experience more diverse demands and
that policy makers are expected to respond more quickly to a greater diversity of issues.
They will do so partly because the diversity of their citizens ought to create more
problems or, if not, existing problems will be brought to the surface. Furthermore,
if numerous and diverse groups of people exist, each group might be expected to
advocate its own special programs, and in order to maintain a working majority,
many groups will probably get at least some of their demands met. This effect
should result in both more programs, or laws, and in an earlier adoption of these
laws. (p. 79)
The lather explains the high correlation between the index of state diversity and
Walker’s innovation index.
Sullivan (1973) noted that several complications exist when calculating a
diversity index and applying it to the analysis of the states. The standard practice of
accounting for regional characteristics consisted of presenting results for all states and
then duplicating analysis for southern versus nonsouthern states. Racial diversity was not
included in the index as it was considered to be very different from social, economic, and
religious diversity, as ―the latter kinds of diversity produce mutual understanding and
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tolerance, whereas racial diversity breeds fear and contempt‖ (pp. 82-83). Therefore,
Sullivan suggested that racial diversity would result in increased discrimination, while
socioeconomic diversity would do just the opposite, which would also result in decreased
party competition and have a negative effect on policy adoption in the areas of
innovation, welfare, education, and other social programs.
To conclude, Sullivan suggested the possibility to include diversity in the study of
regional culture (Elazar’s political cultures, for instance) and state political systems in
general, as there was a strong relationship between diversity and region. Among other
major findings was the conclusion that diversity positively influences party competition,
lessens discrimination and tends to positively affect policy agendas aimed at welfare
policies.
Morgan and Wilson (1990) later updated Sullivan’s index. They recreated the
same index for 1980 and compared indices for two time periods to examine changes
among the states over time. The authors confirmed that significant differences continue to
exist between northern and southern states, but mostly because of cultural factors
(ethnicity and religion) rather than socioeconomic factors (occupation, education, home
ownership, and income). Morgan and Wilson’s conclusion was that the diversity index
continues to be a powerful predictor of variation among the states and can also greatly
compliment geographic regions in the analysis, as both are powerful predictors of state
policy outcomes.
Morgan and Wilson focused on the importance of diversity as it relates to regional
classification of American states, with a particular focus on the South as southern states
have experienced a tremendous population growth prior to the time of the study. In
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Morgan and Wilson’s analysis, the two indices (1960 and 1980) were highly correlated.
The result of the index comparison (1960 and 1980) indicated that the changes over time
in the South region of the country did not make the region closer to the rest of the states
in terms of diversity. Some shifting, however, happened on the top of the ranking. For
instance, Louisiana and Florida ranked 9th and 10th in 1980, up from 29th and 34th in 1960
(p. 73). It should be noted that Florida experienced a tremendous population growth with
the great migration of the Hispanic population and the elderly between 1960 and 1980.
With Louisiana, things were not that clear, as its dramatic rise could possibly be a result
of a population increase due to in-migration of new residents and workers associated with
the oil boom and offshore drilling activity. An important point made by Morgan and
Wilson was the inclusion of six Border states (DE, KY, MD, MO, OK, and WV) in the
analysis as an independent regional category. The composition of the bottom ten states
remained the same, heavily dominated by Southern and Border states (p. 75). Differences
between regions remained, and while the South has changed significantly over time, it
was still much different from the rest of the country on the diversity index. In addition,
the importance of regions and state diversity were found to differ among policy areas.
The composition of Sullivan’s index includes both socioeconomic and cultural
variables. To investigate possible changes over time in only one of these categories, the
authors decomposed the index into two separate parts, calculated them by regions, and
ran a t-test for a comparison of group means. As a result of this manipulation, the authors
found that ―regional differences in diversity lie primarily within cultural rather than
socioeconomic variations‖ (p. 76). Morgan and Wilson undertook a direct comparison of
diversity with the region and Elazar’s measure of political culture, and confirmed a strong
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correlation between them. However, they found the diversity index of 1980 to be less
closely correlated to regions than Sullivan’s original index of 1960. The same tendencies
were observed when diversity was correlated with Elazar’s political culture. The authors
suggested that because of these close associations, it may not be appropriate to use the
diversity index, Elazar’s political culture and regions together or in combination as
independent variables in multivariate equations, the purpose of which is to explain
differences in state policy adoption. Proper modifications to the diversity index are
necessary prior to such analysis. The diversity index was also found to change over time,
in contrast to regional characteristics and Elazar’s political cultures, which are invariant
over time (p. 81). The importance of these two conclusions will be discussed later in the
study.
To summarize, Sullivan’s diversity index is the only measure of diversity that the
research on states public policy used. Furthermore, the index itself is made up of
characteristics that are often considered socioeconomic. What Morgan and Wilson
identified as a cultural factor included true diversity characteristics such as ethnicity and
religion. It is important, however, to add more characteristics identifying the diversity of
state populations.
Diversity gained more and more importance over time. Results of Morgan and
Wilson’s (1990) study showed the dramatic change Florida experienced in diversity in a
matter of 20 years. In 1991, Morgan and Watson updated Elazar’s typology of political
culture for all states for 1980 using data on religious affiliation. Their results also showed
dramatic changes for Florida, which in-migration over the past two decades caused. The
authors concluded that the effects of political culture on policy outcomes differ among
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moralistic and traditionalistic states. In particular, moralistic states have more interparty
competition, higher voter turnout, and more liberal and innovative policies, while
traditionalistic states show the opposite results (p. 31). Morgan and Watson recognized
that besides religious affiliation, ethnicity plays a part in determining an area’s political
culture. Ideally a combination of religious and ethnic data should be used to produce a
state-by-state measure of political culture. However, to Morgan and Watson, a task of
combining ethnicity with religious affiliation for each state seemed too problematic (p.
36).
Hero and Tolbert (1996) examined politics in the states through racial and ethnic
diversity, claiming that the levels and types of this diversity are central to understanding
politics and policy in the states. The authors argued that racial and ethnic diversity, or a
lack thereof, is a central characteristic of the states. They conceptualized and statistically
modeled states in terms of their homogeneous, heterogeneous, or bifurcated racial and
ethnic composition. Hero and Tolbert classified states that have very small minority
population and just a few ―white ethnics‖ as homogenous, states that have rather large
white ethnic populations as well as significant minority populations as heterogeneous,
and states with large minority populations, primarily African American and/or Latino,
and a large white non-ethnic population as bifurcated. Therefore, Hero and Tolbert, in
their interpretation of diversity, differentiated between northern or western European
populations and non-northern and non-western Europeans within a state.
Hero and Tolbert developed two measures of racial and ethnic diversity, an index
of minority diversity and white ethnic diversity, and compared them with categories of
Elazar’s political cultures using regression analysis. They calculated the index of
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minority diversity as a ratio of African Americans, Latinos, and Asians to the state’s
white population. Notably, the index calculation did not include Native Americans due to
them having tribal governments and interacting primarily with the federal government.
Therefore, their influence on state politics was considered to be very limited. The authors
calculated the white ethnic diversity index by adding the percentages of Greek,
Hungarian, Italian, Polish, Portuguese, Russian, and Irish populations for each state.
Overall, diversity explained many of the variations in the grouping of state
political cultures. Thus, most of the ―moralistic‖ states were found to be racially
homogeneous and many ―individualistic‖ states were found to be racially and ethnically
heterogeneous (p. 854). The authors argued that ―growing numbers of racial/ethnic
populations have affected, and are significantly affecting, politics and policy in the states
as well as nationally… These populations have distinctive histories that shape state
politics and policy‖ (pp. 854-855).

In addition, the authors found that ―increased

minority diversity… was associated with lower overall … social policy outcomes‖ (p.
851).
The authors analyzed the effects of racial/ethnic diversity in areas of education,
where graduation and suspension rates were used as indicators of educational policy
outcomes, social policies, where infant mortality and Medicaid expenditures were used as
indicators of social well-being, and states’ policies related to ―Official English‖
measures. Analysis indicated that greater minority diversity was associated with worse
policy outcomes. The effects of the white ethnic diversity on policy outcomes were as
follows: along with minority diversity, white ethnic diversity explained 35 percent of the
variation in graduation and suspension rates, as well as infant mortality rates of African
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Americans; it also explained 17 percent of the variation in the states’ Medicaid
expenditures. In addition, the research showed that greater white ethnic populations in the
states were related to non-adoption of the ―Official English‖ measures by the states. By
the same token, disaggregation of policies by race/ethnicity resulted in especially poor
policy outcomes for minorities in homogeneous states, while more heterogeneous
environments were associated with neutral or positive policy outcomes (p. 868).
Other research by Tolbert and Hero (1996) examined the role of racial/ethnic
diversity in support of Proposition 187, California’s illegal immigration initiative. While
done at the county level, the research approach was similar as authors classified
California counties as homogeneous, heterogeneous, or bifurcated in their racial/ethnic
composition. The authors outlined the specific role of the Latino population by
addressing this particular public policy. The state of California is unique in a sense that it
is dominated by a white nonethnic majority and a large, primarily Latino, minority
population. The research indicated that racially heterogeneous counties with sizable
African American and Asian populations provided the lowest support for the initiative. In
addition, the analysis indicated that ―racial/ethnic diversity (context) was important in
shaping voting patterns,‖ even when accounting for economic conditions and party
affiliation (p. 816).
In 2001, the same authors (Tolbert and Hero) investigated relationships between
adoption of public policies targeted at minority groups in the state of California,
institutional context and racial and ethnic diversity of voters. The authors argued that ―the
United States is among the most racially and ethnically diverse of the western
democracies‖ (p. 572). The study examined the role of race/ethnicity in direct democracy
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elections and its implications. They made the hypothesis that increasing ethnic and racial
diversity affects policy outcomes. In particular, the authors suggested that racial and
ethnic context is important in determining voting patterns in direct democracy elections
affecting minority groups (p. 574). Race itself is ―widely acknowledged as a defining
feature of the American political experience…., ethnic diversity is fundamental to
understanding political processes in the American states‖ (pp. 576-577). Similarly to their
previous research, Tolbert and Hero defined state racial and ethnic diversity as including
a state’s African American, Latino/Hispanic and Asian populations. They argued that
institutional context and racial/ethnic configurations are central to understanding policies
affecting minorities. To summarize, the analysis suggested that a combination of
racial/ethnic diversity and frequent usage of direct democracy ―may create a unique
political environment in which policies with adverse consequences for minority groups
can dominate the political agenda‖ (p. 596).
Continuing research in the field of racial context and direct democracy, Hero and
Tolbert (2004) examined factors affecting attitudes of racial and ethnic minorities
towards government in general and government responsiveness in particular. The authors
concluded that racial and ethnic minorities tend to have less confidence in government
than whites. The authors argued that, besides the descriptive under-representation of
racial/ethnic minority groups in American politics, other institutional practices may affect
the political attitudes of racial/ethnic minorities.
The following body of literature mainly focuses on the diversity of state
legislatures and its effects on agenda setting and policy outcomes. An effort to relate
diversity and political characteristics of state legislators was made by Baker (1990). The
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author made an attempt to explain state political culture, as it was defined by Elazar
(1984), through the occupational status and diversity of state legislators in a number of
states. One of the conclusions Baker came to was ―the Civic Rights revolution and
women’s movement probably helped dilute the possible effects of political culture as
legislatures began seeing more women and minorities recruited‖ (p. 608). In addition, the
professionalization of legislatures might have led to their increased similarity and
homogeneous composition.
Thomas and Welch (1991) conducted more research on the impacts of gender on
activities and priorities of state legislators. Their work showed that traditional
specialization of women legislators on education, health and welfare policy areas has
changed over time. The study found women and men legislators to be very similar in
their legislative activities, and women to be slightly more successful in passing priority
bills. Lists of priority bills for women state legislators contained more legislation related
to children and the family. In addition, women legislators were more likely to focus on
issues dealing with women. To summarize, Thomas and Welch found that there are
gender differences in legislative priorities held by state legislators, with women giving
more priority to issues related to women, children, and families (p. 453). Moreover,
―women continue to be disproportionately found on the committees dealing with health
and welfare and to be under-represented on committees overseeing business and
economic matters‖ (pp. 454-455). Overall, the observed differences in priorities between
men and women legislators were not large.
Squire (1992) studied a link between diversity and one of the characteristics of
state legislatures, legislative professionalism. Squire examined ―the level of
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professionalization and the number of African Americans, women, and various
occupational groups elected to the state legislature‖ (p. 69). The author came to the
conclusion that the level of professionalization is positively related to the percentage of
African Americans in legislatures and negatively related to the proportion of women. An
increase in the level of legislative professionalization was also found to be associated
with a decrease in occupational diversity. Squire developed a measure of legislative
professionalization and used relevant attribute of Congress as a baseline against which to
compare such attributes of legislative bodies as member pay, staff members per
legislature, and total days in session for Congress and the 50 state legislatures (p. 71).
Squire summarized a number of reasons outlining the overall importance of
diversity to state legislatures. First, diversity helps to achieve descriptive representation
(Pitkin, 1967), which ensures that a body of elected representatives demographically
resembles those it is supposed to represent. Such diverse membership is expected to bring
about different issues to the legislative agenda. In addition, ―diverse memberships at the
state legislative level lay the foundation for more varied memberships at higher elected
levels, as state legislators acquire experience, credentials, and contacts advantageous to
moving up the political ladder‖ (p. 70). Squire found a negative relationship between the
percentage of women legislators and the legislature’s professionalization. In that respect,
similar results were found independent of a region. Also, the percentage of African
American legislators increased with a higher percentage of African American population
in the states. Regardless of the region, he found the strong relationship between African
American membership and professionalization. Finally, in terms of occupational
diversity, the percentage of full-time legislators was strongly related to the level of
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professionalization of the legislature (pp. 72-75). Overall, except for the higher
proportion of African Americans serving in state legislatures, diversity was not related to
increased professionalization. Therefore, professionalization itself will not be the source
of increased diversity.
Bratton and Haynie (1999) researched a similar issue almost a decade later, when
they investigated agenda-setting behavior of female and African American state
legislators using a descriptive representation model. The research found that women and
African Americans share a set of distinctive policy interests. At the same time, women
are just as likely as men to pass the legislature they introduce, while African Americans
have a significantly lower passage rates.
Bratton and Haynie made an assumption that African American and female
representatives introduce new ideas and bring new issues to the legislative agenda (p.
660). For instance, women and African American legislators are frequently concerned
with health care issues, and are more likely than white male legislators to face
employment discrimination and poverty, while African American legislators are more
likely to face issues related to crime and housing discrimination. In addition, African
American legislators and women legislators are more likely to address interests of their
groups. They are also viewed as experts in the fields of civic rights and gender issues,
respectively (p. 663).
It is important to note that the authors controlled for interaction between women
and African American legislators and urbanness of the area they were elected from. In
that case, Bratton and Haynie (1999) measured urbanness as the size of the largest city in
the legislative district. The analysis indicated that African American legislators introduce
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more women’s interests than do white legislators, and women introduce more African
American interests that men legislators. However, having an African American majority
in a district had no significant impact on the interest bills’ sponsorship. The research
showed that women and African Americans have a distinctive policymaking focus, and
the legislator’s race and gender have some influence on bill sponsorship (p. 670).
Furthermore, women legislators and African American legislators provide support for
each other.
Bratton continued the same line of research in 2002 by analyzing policy agendas
of African American and women legislatures in relationship to their party affiliation. The
research indicated that increased legislative diversity results in an increased role for
African American legislators in bringing black interests to the policy agenda. Moreover,
increased racial diversity among Democrats resulted in the members of the Republican
Party sponsoring fewer black interests, and Democrats sponsoring fewer bills that are
contrary to black interests.
Bratton found that, even in relatively homogeneous legislatures, women
legislators sponsored a higher number of women’s interest measures, and African
American legislators sponsored a higher number of black interest measures (p. 127).
However, the author also found that effects of racial diversity among Democratic
legislatures were much different from effects of gender diversity, as increased gender
diversity had no effect on the number of women’s interest measures introduced to the
policy agenda. At the same time, the role of sponsoring black interest measures was being
transferred from white to African American legislators, over time. With increased racial
diversity, the numbers of black interest measures introduced by each African American
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legislator also dropped. Bratton concluded that ―diversity does not always lead to an
increased articulation of group interests and that the effect of diversity depends on both
the group in questions and on partisanship‖ (p. 132). The author also suggested that more
research is necessary to examine effects of professionalism, turnover, and state culture on
changes in support of group interests within legislatures.
A few years later, Bratton, Haynie and Reingold (2007) made an attempt to
combine the effects of race and gender by examining agenda setting behavior of African
American women legislators in state legislatures. The authors examined how African
American women react to changes in legislative gender and racial diversity. The research
showed that African American women legislators do support both African American and
women’s interest measures, but are less likely to focus on women’s interests when there
are a higher proportion of women present in legislatures. In addition, the percentage of
African Americans in the district had a consistently positive effect on the sponsorship of
group interest legislations. The research also found that African American legislators
―provide a distinct style of representation‖ (p. 87). Another finding was that African
American women legislators sponsor fewer measures overall than do other legislators.
The authors suggested that future research should focus on shifting the unit of analysis
from the legislator to the state legislature ―to determine the effect of gender and racial
diversity within legislatures on state policy outputs‖ (p. 92).
Sanbonmatsu (2002) analyzed the role of political parties in shaping women’s
representation in state legislatures. The author made the argument that a social eligibility
pool of the state, measured by the number of working women, women executives, and
women law students, has a greater effect on Democratic women representation, and that
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the political party shapes political opportunities for women. Political opportunity
structure, in this case, included by such factors as incumbency, electoral rules, and party
organization. Sanbonmatsu argued that legislative professionalism negatively affects
women representation in state legislatures. The author’s concluded that ―social and
demographic differences between the two parties, and the intersection of party with other
structural factors, lead to somewhat different recruitment patterns for Democratic and
Republican women‖ (p. 806).
Preuhs (2007) conducted an analysis of Latino representation in state legislatures,
and he argued that Latinos benefit from descriptive representation in the area of social
welfare policy. The study showed that Latino legislators, who are minority group
representatives, can, in fact, influence the policy decisions of the majority. This analysis
accounted for the effect of Latino population size and Latino representation in state
legislatures on policy outcomes.
Preuhs demonstrated increase in Latino population and Latino representation from
1984 to 2002, and showed that at thirteen percent of total population, Latino legislatures
accounted only for 2.7 percent of total legislative seats in 2002. Therefore, Latinos
remain numeric minorities in state legislative bodies, along with other ethnic groups.
Preuhs examined the effects of Latino incorporation on such indicators of state
welfare policy as welfare effort, generosity, and welfare benefits. The author calculated
Latino legislative incorporation as a percentage of state legislative seats held by Latinos
and a weighted sum of Latino committee chairs and committee leaders, and he measured
Latino population as a percent of the total state population (p. 281). Controls included
such factors as population density, party competition, mass liberalism (state liberalism
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index), the South (eleven Confederate states), education, and unemployment. The
analysis found that state representation institutions respond to inclusion of Latino
members, and ―representative institutions hold promise for minority group influence… to
be extended beyond racial and ethnical minority groups‖ (p. 287). In addition, the
importance of Latino representation will likely increase as immigration issues becomes
prevalent on the policy agenda.
Finally, Branton and Jones (2005) studied relationships between racial and ethnic
context and socioeconomic context of the population, and attitudes towards social issues.
The authors argued that the impact of racial/ethnic attitudes on policy issues is contingent
upon the socioeconomic context in which people reside. The authors developed the
measurement of racial and ethnic diversity at the county level and analyzed it together
with socioeconomic status measured as a percentage of college-educated individuals in
the county. They developed a measure of racial and ethnic diversity using data for every
county’s white, African American, Hispanic, Asian, and American Indian populations3.
Additional indicators used in the analysis included the South region (eleven Confederate
states) and the percentage of population living in urban areas. The analysis indicated that
―the relationship between diversity and individual-level attitudes is conditional on the
socioeconomic status of the context‖ (p. 371). In particular, the results indicated that high
socioeconomic contexts and highly diverse contexts resulted in higher levels of support
for racially targeted social issues.

3

Branton and Jones (2005) created the measure of ethnic and racial diversity using a modified version of
the Rae (1967) index. Rae’s index was originally developed to measure partisan diversity in state
legislatures. The authors modified the new measure to compensate for double-counting of Hispanics in the
census data (p. 362).
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Research done by Squire (1992), Bratton (2002) and Preuhs (2007) is essential in
justifying the inclusion of such characteristics of state legislatures as percentages of
African American, Hispanic/Latino and Asian legislators, as well as percentage of
women in state legislatures in the construct of state diversity proposed in this study.
The Theory of Descriptive Representation (Pitkin, 1967), which promotes the idea
that government offices, including state legislatures, should ethnically and gender-wise
resemble those they are representing, received some special attention from researchers.
Throughout the years, a number of gender and racial questions related to this theory was
studied (Rosenthal, 1995, Gay, 2002, Sanbonmatsu, 2003, Preuhs, 2007). In its core, the
theory suggests that descriptive representation can favorably affect attitudes towards
public officials and institutions, including state legislatures.
Rosenthal (1995) studied the role of gender in descriptive representation and
came to the conclusion that ―group interests and feminist attitudes are positive sources of
women’s preferences for descriptive representation‖ (p. 599). In addition, the results
suggested a possible prevalence of a ―gender gap‖ mentality among a generation of baby
boomers, which rather implies presence of a generational gap in terms of representation.
In particular, the results of the study suggested that women from the generation of baby
boomers have a strong preference for being represented by other women, which could
possibly be a result of political socialization and personal life experiences (p. 609).
Sanbonmatsu (2003) continued a dialogue on gender-related descriptive representation.
Based on previous research in the field, the author argued that ―the presence of women in
the office affects policymaking on issues important to women‖ (p. 367). Sanbonmatsu
suggested that a level of knowledge about women representation in a political office
51

affects the behavior of the female electorate as women are more likely than men to
overestimate the presence of women in Congress. Similar to Rosenthal, Sanbonmatsu
concluded that the gender gap in gender-related political knowledge affects the ability of
women to further their group interests.
Gay (2002) studied the effects of descriptive representation on the relationships
among citizens, legislators, and Congress. The author showed that the value placed on
descriptive representation differs among African Americans and whites, with white
constituents being more likely to contact representatives with whom they racially
identify. Finally, Preuhs (2007) focused on the analysis of Latinos and descriptive
representation. The author found that currently the fastest-growing ethnic minority group,
Latinos, benefit from descriptive representation, and Latino representation in legislatures
helps to offset the racial backlash in social welfare policy decisions.
This study uses the Descriptive Representation Theory to justify the inclusion of
percentages of Hispanic, African American and Asian legislators into the analysis of state
diversity in the form of a legislative racial/ethnic minority index.
In 1994, Merelman spoke of a growing racial and cultural conflict in the United
States brought about by the substantial change in the racial and ethnic composition of the
American population. The author noticed that the proportion of African Americans and
Hispanics had been constantly growing, but at different rates. In addition, since 1980 the
Asian population has also been growing rather dramatically. In the mean time, the
proportion of whites in the American states has been declining. While those three
population groups, African Americans, Hispanics and Asians, have been growing, they
have not been united demographically or politically. At the same time, the percentage of
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African Americans in American states has not grown as rapidly as percentages of
Hispanic and Asian populations. Merelman (1994) noted that while ethnic groups,
including African Americans, Hispanics and Asians, have been growing in their relative
size, they have been ―uniquely subordinated politically, socially, and economically to the
group in population decline—whites‖ (p. 3).
Kelleher and Wolak (2007) conducted additional research that showed the effects
of political processes, descriptive representation, and states economic and policy
performance on citizens’ confidence in state legislatures. The authors explored different
sources of confidence in various branches of state governments, including the quality of
representation. To measure the effects of descriptive representation, they constructed
representation ratios by ―dividing the share that group represents in government by the
share of that group in the state population.‖ The ratio was then subtracted from an
absolute value of 1, such that ―… a value of 0 indicates a state where the share of a group
in the state legislature perfectly mirrors the share of that group in the public. Values
larger than 0 indicate greater deviation from perfect descriptive representation‖ (p. 710).
In the legislative model, descriptive representation ratios were calculated for the
percentages of African American legislators and women legislators. The analysis also
controlled for a number of demographic variables, including age, education, gender, and
race (Latino or African American). The results of the study suggested that the nature of
representation and state differences in political processes affect the level of confidence in
state government.
To summarize, an analysis of the policy literature indicates a diversification of
state populations and an increase in the influence of racial/ethnic and gender
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representation in state legislatures. It also supports the proposition that such
diversification of the American population calls for a new model of policy formulation on
a state level.
Business literature
Diversity and its relation to innovation are much more familiar ideas in the
business sector, which depends on diversity in deriving its profits. Many companies and
corporations, including IBM, PepsiCo, Toyota Motor Corp., and Google, to name just a
few, stress the significance diversity makes in producing new ideas and discovering new
markets.
For instance, Carol Hymowitz wrote in the February 2006 issue of the Wall Street
Journal that many top executives of large companies realize that their workforce needs to
reflect changing customer demographics. Doing that requires creation of an environment
where the sharing of unique ideas and perspectives would be encouraged. Such changes
do take time. If PepsiCo has just started this initiative, IBM has been doing it for years,
showing one of the best results in turning diversity into profits. Such management
changes generally reflect an increased awareness of diversity around the globe.
Shirley Jackson (2006), with Rensselaer Polytechnic Institute at IBM Watson
Research Labs, believes that industry leaders who truly value innovation should
encourage, cultivate, and nurture diversity. As companies cannot predict where the next
great innovation will come from, those companies bring together the widest variety of
cultures, languages, ethnicities, opinions, values, and ways of doing things in order to
stimulate breakthrough ideas. Such diversity, said Jackson, is ―a power which generates
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the new, the unique, the innovative, the excellent.‖ In order to meet global challenges,
innovation should be advanced through diversity.
Jackson outlined three important demographic shifts in the U.S. workforce: the
retirement of baby boomers, a decreased flow of talent from abroad, and the increase in
size of minority populations. Many leading corporations show an understanding of such a
change by developing policies that ensure the hiring of people with race, gender, and
intellectual diversity reflecting the communities they serve.
Another IBM executive, Irving Wladowsky-Berger (2006), also understands the
significance of innovation in generating new industries and markets. The author defined
―collaborative innovation‖ as emerging from the natural human need for community. The
complexity of modern problems requires collaboration to innovate as well. Diversity, in
this sense, suits such complexity and shows the importance of having many different
experiences, perspectives, elements, and skills in the mix. Diversity, then, can be
described as ―global panoply of cultures and ethnicities, languages, and more.‖ Attracting
the best and brightest talent is very appealing to businesses, as it increases their ability to
compete in a complex world.
Many business people make the point that diversity is a foundation of the United
States. The culture we have now ―has grown on diversity and openness, assimilating and
benefiting from different cultures without at the same time obliterating them…And
America’s deep-seated diversity has been one of the key factors that made us an
innovation leader‖ (Wladowsky-Berger, 2006).
Scott Page (2007) described diversity as the most powerful but the least
understood innovation force. The power of diversity and its influence on innovation come
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from people seeing problems and solutions in completely different ways, offering
different perspectives depending on their views. When people face a particular problem,
they express their perspectives and apply them to find new solutions. One of the main
conclusions Page came up with is that ―teams of problem solvers…do better when the
diversity of perspectives and heuristics is better than the overall ability of talent of the
team’s members…Diversity trumps ability‖ (Page, 2007, p. 2). Therefore, people,
companies, and societies innovate through unusual applications of perspectives.
―Innovation provides the seeds for economic growth, and for that innovation to happen
depends as much on collective difference as on aggregate ability.‖ Innovating and finding
better solutions happens when people think differently, which explains why diversity
powers innovation.
Not only have the policies of successful companies but also works of intellectual
community members showed understanding of diversity’s role in innovation. For
instance, The Medici Effect by Frans Johansson (2004), a best seller that was named one
of the top books on business management, shows how numerous ideas from different
industries and cultures can intersect and boost extraordinary innovations. Johansson
identified three driving forces—the movement of people, the convergence of scientific
disciplines, and the leap in computational power—that increase the number and types of
such intersections. Once again diversity is found to be the foundation for groundbreaking
innovation.
Another author, Richard Florida, came up with a definition of the creative class to
show how creativity can boost the national economy. His two best sellers, The Rise of the
Creative Class (2002) and The Flight of the Creative Class (2004), cover some links
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between diversity and innovation. Florida showed how a diverse and creative population
of young professionals reshapes the economy and how the prosperity of people and
communities can depend on creativity. The main theme of the books is the ―creative
class,‖ whose life choices make an enormous economic impact. Florida divided the
creative class into a Super Creative Core, people employed in arts, education, and social
sciences, and Creative Professionals, such as business managers, health professionals,
educators. The similarity between the two is the diversity of their composition and the
increased level of innovativeness. This younger workforce will be the one to shape local
and regional economies in the near future.
Finally, IBM Institute for Business Value in its report People and Innovation
went beyond identifying links and relationships between diversity and innovation. IBM
included establishing organizational diversity as one of three steps in setting the stage for
innovation. The other two are building the case for change and showing strong support
for innovative ideas (p. 4). It actually described different sources of diversity that add to
innovation. Among those are the following: internal and external network diversity, age
diversity, racial/ethnic

diversity, departmental/experiential

diversity,

educational

diversity, gender diversity, demographic diversity, and geographical diversity (p. 6).
Every one of these diversity types can bring different, innovative perspectives to the
table.
As the literature review reveals, the business literature established the strongest
links between diversity and innovation, as the business world seems to benefit directly
from innovative ideas. However, there is a possibility that the public policy field could
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also take advantage of diversity in terms of adopting new and innovative policies, which
would better suit an ever-changing environment and economy.
The literature review reveals a lack of theoretical and empirical research relating
diversity to innovation and, through innovation, to public policy. With business literature
showing a link between diversity and innovation, it is possible to propose a new model of
state policy adoption that would include diversity as a separately standing variable.
The literature suggests that increased racial diversification of the states can
influence polity outcomes. Racial diversification is measured in percentages of state
minority population—African Americans, Latinos/Hispanics, and Asians. However,
differences in the growth rates in each of these ethnic groups indicated in Table 3 below
suggest that, while percentages of all three ethnic groups constantly increased over time,
the Latino/Hispanic population group experienced a much more significant increase in its
share of a total population than the African American and Asian populations.
Table 3: Increase in Percentages of African American, Hispanic, and Asian Populations: 1990-2007
1980
Population
Total
Hispanic/
Latino
African
American
Asian

1990

Number

% of
Total

226,545,805

2000

Number

% of
Total

100

248,709,873

14,603,683

6.45

26,482,349
3,726,440

2007

Number

% of
Total

Number

% of
Total

100

281,421,906

100

301,621,159

100

22,354,059

8.99

35,305,818

12.55

45,427,437

15.06

11.69

29,986,060

12.06

34,658,190

12.32

37,334,570

12.38

1.64

7,273,662

2.92

10,242,998

3.64

13,233,287

4.39

Source: U.S. Census 1990 and 2000, American Community Survey, 2007

Table 3 shows that the percentages of African American and Asian populations in
the United States increased between 1980 and 2007 from 11.69 to 12.38, and from 1.64
to 4.39 percent, respectively. At the same time, the percentage of the Hispanic/Latino
population more than doubled in the same time period, as it grew from 6.45 to 15.06
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percent. Therefore, inclusion of the Latino/Hispanic population in the construct of
diversity has a potential to significantly skew the results of the analysis. At the same
time, inclusion of a white minority index into the analysis can contribute to the concept of
state diversity. Previous research indicates that a state white diversity index, calculated as
a percentage of seven white ethnic groups, particularly southern and eastern Europeans,
can influence outcomes of state policy adoption (Hero and Tolbert, 1996).
The reasoning for exclusion of a variable of the percentage of the Hispanic/Latino
population from this analysis is twofold. First, the high rate of growth in the share of the
Hispanic/Latino population can underestimate the effects of other variables used in the
construct of diversity on the results of state policy adoption in the areas selected for this
analysis. Second, this study utilizes U.S. Census data, which has a potential for doublecounting the Hispanic/Latino population due to established methodologies that the U.S.
Census uses to collect data on race and ethnicity. More explanation of these two issues is
provided below.
The literature review indicates that the effects of African American,
Hispanic/Latino, and Asian populations on state policy outcomes were only studied by
Tolbert and Hero, who utilized U. S. Census 1980 and 1990 data in their analysis (Hero
and Tolbert, 1996, 2004; Tolbert and Hero, 1996, 2001; Hero, 1998). In 1980 and 1990,
the percentages of Hispanics/Latinos were 6.45 and 8.99, respectively, and lower that the
percentages of the African American population. In 2000, the Hispanic/Latino population
surpassed the African American population for the first time in the history of the United
States, and it continues to grow at the unprecedented rate. Therefore, the research that
studied the effects of the Hispanic/Latino population on state policy outcomes was
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completed when the proportionate share of that population group was comparable to the
shares of other minority groups.
The U.S. Census notes that just between 2000 and 2006 Hispanics accounted for
one-half of the nation’s growth, with their overall growth rate being more than three
times larger than the growth rate of the total population (Source: www.census.gov). The
U.S. Census also projects that the number of Hispanics/Latinos will continue to increase
at a high rate, and they would continue to be the largest minority group representing
almost a quarter of the total population of the United States by 2050. Figure 5 below
provides a graphic representation of these projections, with the first graphic showing an
increase in the Hispanic/Latino population in millions of people, and a second graphic
displaying its percentage increase.

*Note: Projected Population as of July 1, 2010
Source: U.S. Census, 1970, 1980, 1990, and 2000 Decennial Censuses; Population Projections, July 1, 2010 to July 1,
2050

Figure 5: Hispanic Population in the United States: 1970 to 2050

Not only does the Hispanic/Latino population continue to grow, it also quickly
spreads geographically, in comparison to their historic concentrations. According to
Helguero (2010, p. 1), California, Nevada, Arizona, New Mexico, Texas, Colorado and
some portions of Florida were the states with the highest concentrations of the
Hispanic/Latino population. By 2006, this segment of the population also grew in other
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states—Washington, Oregon, Idaho, Illinois, North Carolina, Virginia, Maryland, New
Jersey, Pennsylvania, New York, Connecticut, Massachusetts and Rhode Island. Due to
the recent nature of these migrations, the effects of the Hispanic/Latino population on
state policy outcomes of those states might be difficult to predict.
What makes the issue of inclusion or exclusion of the Hispanic/Latino population
in the analysis more complicated is the methodology that U.S. Census uses to identify the
race and ethnicity of respondents. According to the U. S. Census Bureau Guidance on the
Presentation and Comparison of Race and Hispanic Origin Data (Source:
http://www.census.gov), ―traditional and current data collection and classification treat
race and Hispanic origin as two separate and distinct concepts in accordance with
guidelines from the Office of Management and Budget (OMB).‖ As a result, people who
consider themselves Hispanic may, in fact, be of any race, while people in each race
group may be either Hispanic of Non Hispanic. Therefore, an overlap of race and
Hispanic origin presents the main comparability issue, and the complete cross tabulation
of race and Hispanic origin data is also problematic. For instance, in the 2007 American
Community Survey (ACS), 1.5 percent of people who self-identified themselves as
Hispanic reported their race as Black or African American, and 0.3 percent of Hispanics
reported their race as Asian. The majority of Hispanics were of White race (53.8 percent),
with 39.7 percent of Hispanics reporting some ―other race.‖
The OMB standards include five minimum categories for data on race, with the
concept of race reflecting the self-identification of people: American Indian or Alaskan
Native, Asian, Black or African American, Native Hawaiian or Other Pacific Islander,
and White. The OMB standards also list two minimum categories for data on ethnicity—
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Hispanic or Latino and Non Hispanic or Latino. Hero and Tolbert recognized in their
original research that ―while many, indeed, most Latinos consider themselves ―white,‖
socially and politically they are considered as part of a ―minority‖ group (protected class)
as indicated in numerous laws and in several court decisions‖ (1996, p. 855).
The Hispanic/Latino population is now the largest minority in the country and it
accounts for more than one in every eight Americans. In fact, if Hispanics are not
counted as White by U.S. Census, then the White population within few years will
comprise only three-fifths of all Americans, and it is likely to become a numerical
minority by 2050. Only in 1970 the question about Hispanic ethnicity was included in the
U.S. Census long form questionnaire, and in 1980, for the first time, respondents were
asked to classify themselves. In 2000, U.S. Census put the question on the Hispanic
ethnicity prior to the race question, persuading the Hispanic/Latino respondents to specify
their race from five determined categories, leaving the ―other race‖ category as a reserve.
The Hispanic origin question included in the 2005-2007 American Community Survey
(ACS) was identical to the one in the 2000 Census. According to Padgett (2010) and
Passel (2010), the questions of race and ethnicity in the U.S. Census questionnaire are the
point of contention for many Hispanics/Latinos in the United States, who ―think of their
ethnicity… not just in cultural terms but in a racial context as well‖ (Padgett, 2010, p. 1).
Notably, the history of the United States has been dominated largely by blackwhite racial dynamics (El Hasser, 2003). De Vries (2003), for instance, states that it is not
clear whether or not all Hispanics/Latinos have common political thoughts and goals due
to their diverse heritage. The Hispanic community is made up of many different ethnic
groups that come from Spain, Latin America, and Spanish-speaking countries. One thing
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that clearly differentiates Hispanics/Latinos is the presence of tightly knit communities
that largely can be explained by the language barrier. The 2007 ACS shows that more
than one-half of the foreign-born population came from Latin America, which indicates a
large percentage of new immigrants among Hispanics/Latinos. In 2003, Passel, then
demographer at the Urban Institute in Washington, wrote that Hispanics/Latinos are not
yet a voting bloc as many of them cannot vote either due to their illegal status or because
they are not yet naturalized citizens (in El Hasser, 2003, p. 4).
Due to unclear nature of voting behavior of the Hispanic/Latino population and
their political and racial heterogeneality, their influence on state politics is difficult to
measure at this point in time. The race-category standards approved by the OMB in 1997
will be re-evaluated before the 2020 Census to, hopefully, reflect the changing face of the
nation and its increasing multi-ethnic and multi-racial composition. Until then, it is
challenging to include the Hispanic/Latino population in the analysis of state policy
outcomes along with the Asian and African American populations who have distinct race
affiliations.
One of the alternatives described in the literature review (Bratton and Haynie,
1999; Bratton, 2002; Squire, 2002; Branton and Jones, 2005; Bratton, Haynie and
Reingold, 2007; Preuhs, 2007) and proposed for this analysis is to measure the effect of
legislative diversification by including data on the number of Hispanic/Latino, Asian, and
African American legislators. This data is collected by the National Conference of State
Legislatures (NCSL) in cooperation with the National Association of Latino Elected
Officials (NALEO), the UCLA Asian American Studies Center, and the National Black
Caucus of State Legislatures (NBCSL), and it is based on self-identification. Inclusion of
63

the data on the numbers of Hispanic/Latino legislators in the analysis helps to provide a
certain measure of the influence of the Hispanic/Latino ethnic group on the results of
state policy outcomes, and it is consistent with the Theory of Descriptive Representation
(Pitkin, 1967).
The Descriptive Representation Theory suggests that increased diversification of
states should result in increased diversification of state legislatures and would affect
policy agenda setting and policy outcomes (Squire, 1992; Rosenthal, 1995; Bratton and
Haynie, 1999; Bratton, 2002; Sanbonmatsu, 2002 and 2003; Gay, 2002; Hero and
Tolbert, 2004; Preuhs, 2007; Bratton, Haynie and Reingold, 2007). Different aspects of
legislative diversity include gender diversification described as representation of women
in state legislatures, occupational and educational differences, and racial/ethnic
composition of state legislatures, particularly percentages of African American,
Hispanic/Latino, and Asian legislators in each state. This study proposes the inclusion of
gender and racial/ethnic legislative minority indices in the construct of state diversity.
The legislative gender diversity index will be calculated using percentages of
women legislators, while the legislative racial/ethnic minority index will be calculated as
a ratio of a sum of Hispanic, African American, and Asian legislators to a total number of
legislative seats for each of the states. It should be noted that, while experiencing a
significant growth in its share of state populations, Hispanics have not been well
represented in state legislatures. Therefore, this study suggests excluding Hispanics from
analysis of state population diversity, but including Hispanic legislators when calculating
a legislative racial/ethnic minority index. This study omits another diversity characteristic
of state legislatures—the difference in educational attainment and occupational
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background—due to a large amount of missing data, and due to a general focus of this
study on racial/ethnic and gender differences among states.
The final indicator proposed for the construct of state diversity is a regional
characteristic measured in proximity to the South. A review of the literature on the
subject (Sullivan, 1973; Morgan and Wilson, 1990; Lieske, 1993; Hero, 1998) suggests
that regional attributes can compliment state diversity characteristics and state political
culture in the analysis of policy outcomes. This study measures regional attributes based
on state Southerness (Morgan and Wilson, 1990,p. 77), with the eleven states of the
Confederation being defined as South and six states being defined as border states (DE,
KY, MD, MO, OK, and WV). The rest of the states are defined as non-southern states.
Inclusion of this variable helps to account for traditional variations between southern and
non-southern states, which previous research dealt with by replicating analysis for these
two regions (Sullivan, 1973).
The following table describes six variables proposed by the study to be used in the
construct of state diversity.
Table 4: Construct of State Diversity: Proposed Study Variables
Study Variable

Operational Definition

Measurement Instrument

State African American
Population

Percentage of African American Population

2007 Census American Community Survey,
Percentage Scale

Legislative Ethnic
Minority

Index of Legislative Racial Diversity is calculated as a
ratio of a sum of legislative seats held by African
American, Hispanic and Asian legislators to a total
number of legislative seats

2007 National Conference of State
Legislators, Index with 0=Least Ethnically
Diverse and 1=Most Ethnically Diverse

State Asian Population

Percentage of Asian Population

Legislative Gender
Diversity

Index of Legislative Gender Diversity is calculated as
a ratio of women legislators to a total number of
legislative seats

State Regional Location

State Southerness

State White Diversity

Index of State White Minority is calculated as a sum
of percentages of seven white ethnic minority groups
in the state
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2007 Census American Community Survey,
Percentage Scale
2007 National Conference of State
Legislators, Index with 0=Least Gender
Diverse and 1=Most Gender Diverse
Morgan & Wilson (1990): Grouping with
0=Nonsouthern States; 1=Border States:
2=Southern States
2007 Census American Community Survey,
Percentage Scale

To summarize, the proposed construct of diversity includes six variables
describing racial/ethnic diversity of the state population (percentages of African
American and Asian populations and a white diversity index), gender and racial/ethnic
diversity of state legislatures (a legislative ethnic minority index and a legislative gender
diversity index), and a state regional location variable that would help to account for
regional differences in state policy adoption.
Contribution to the Literature
There are several important contributions this study aims to make to the existing
body of literature. First, this study would fill in an existing gap with the current data. The
study mostly uses 2007 American Community Survey (ACS) data and 2007 legislative
demographics data, and state policy data that are no more than three years old. Second,
the latest research on the subject of determinants of state policy adoption dates back to
the beginning of the 1990s. Therefore, the existing literature does not cover the last
decade of policy adoption. Therefore, new research is necessary. Third, relationships
between diversity, innovation, and state policy adoption should be established and
clarified. In addition, this study proposes to examine state policy adoption processes
among five different policy areas. Finally, the existing body of literature does not
adequately represent new and innovative statistical methods, such as structural equation
modeling, and this study proposes to do just that.

66

CHAPTER THREE: METHODOLOGY
Research Questions & Hypotheses
This research aims to examine hypothesized relationships between three latent
exogenous or unobserved independent constructs—state politics, socioeconomics, and
diversity—and their influence on state innovativeness and policy adoption. A positive
relationship is anticipated between the latent constructs, innovativeness and state policy
adoption based on the findings and discussions in the literature. The study proposes the
following research questions and corresponding hypotheses to examine the assumed
relationships between three latent constructs describing characteristics of the states.
1. Is there a positive relationship between diversity and state innovation?
H10: There is no relationship between diversity and state innovation.
H1A: There is a positive relationship between diversity and state innovation.
2. Is there a positive relationship between diversity, innovation, and state policy
outcomes?
H20: There is no relationship between diversity, innovation, and state policy
outcomes.
H2A: There is a positive relationship between diversity, innovation, and state
policy outcomes.
3. Is there a positive relationship between diversity, innovation, and state policy
outcomes when controlling for socioeconomic variables?
H30: There is no relationship between diversity, innovation, and state policy
outcomes when controlling for socioeconomic variables.
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H3A: There is a positive relationship between diversity, innovation, and state
policy outcomes when controlling for socioeconomic variables.
4. Is there a positive relationship between diversity, innovation, and state policy
outcomes when controlling for socioeconomic and political variables?
H40: There is no relationship between diversity, innovation, and state policy
outcomes when controlling for socioeconomic and political variables.
H4A: There is a positive relationship between diversity, innovation, and state
policy outcomes when controlling for socioeconomic and political variables.
5. Does the relative importance of socioeconomic, political and diversity variables
on state policy outcomes differ among policy areas?
H50: The relative importance of socioeconomic, political, and diversity variables
on state policy outcomes does not differ among policy areas.
H5A: The relative importance of socioeconomic, political, and diversity variables
on state policy outcomes differs among policy areas.
This study uses the method of Structural Equation Modeling (SEM) to test the
hypothesized relationships as this method enables the researcher to measure multiple
indicators used in the construction of measurement models of socioeconomics, politics
and diversity. The following section operationalizes the study variables and their
description.
Study Variables
Table 5 below outlines operational definitions of three latent exogenous
constructs from the study and their corresponding measurement instruments.
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Table 5: Operational Definitions and Measurement Instruments of Study Variables
Study Variable

Abbreviation

Operational Definition

Measurement Instrument

Exogenous Construct of Socioeconomics
State Population Share of a total
population, 2007 Census American
Community Survey
2007 Census American Community
Survey, Index with 0=perfect equality
and 1=perfect inequality
2007 Census American Community
Survey, Percentage Scale

State Population

POPULAT

State Population

State Income

INCOME

Gini index of income inequality (a proportionate
distribution of income)

State Education

EDUC

Percentage of population with a Bachelor’s Degree

State
Urbanization

URBAN

Percentage of population living in urban areas

2000 Census, Percentage Scale

2007 Census American Community
Survey, Percentage Scale

Exogenous Construct of Diversity
State African
American
Population

BLACK

Percentage of African American Population

Legislative
Ethnic Minority

LEGMINOR

Index of Legislative Racial Diversity is calculated
as a ratio of a sum of legislative seats held by
African American, Hispanic and Asian legislators
to a total number of legislative seats

ASIAN

Percentage of Asian Population

LEGWOMEN

Index of Legislative Gender Diversity is calculated
as a ratio of women legislators to a total number of
legislative seats

REGION

State Southerness

State Asian
Population
Legislative
Gender
Diversity
(degree of)
State Regional
Location

State White
Diversity
WHTDIVER
(degree of)
Exogenous Construct of Politics
Political Culture

POLCUL

General Policy
Liberalism

POLLIB

Interparty
Competition
(degree of)

INTCOMP

Legislative
Professionalism

LEGPROF

2007 National Conference of State
Legislators, Index with 0=Least
Ethnically Diverse and 1=Most
Ethnically Diverse
2007 Census American Community
Survey, Percentage Scale
2007 National Conference of State
Legislators, Index with 0=Least
Gender Diverse and 1=Most Gender
Diverse
Morgan & Wilson (1990): Grouping
with 0=Nonsouthern States; 1=Border
States: 2=Southern States

Index of State White Minority is calculated as a
sum of percentages of seven white ethnic minority
groups in the state

2007 Census American Community
Survey, Percentage Scale

Political Culture Groups defined by Elazar as a
particular pattern of orientation to political action:
moralistic, traditionalistic, and individualistic

Elazar' s Groups (1984)

Difference between liberal and conservative states
in terms of such policies as gun control, abortion
laws, welfare eligibility and work requirements,
and tax progressivity.
A measure of interparty competition for control of
government is based on proportion of success,
duration of success, and frequency of divided
control
Categorization of state legislators by their degree
of professionalization based on session length, size
of legislative operations, and salary

Reverse Gray's Ranking (2002, in
Gray and Hanson, 2004) with 1= Most
Conservative and 48= Most Liberal
Gray & Hanson's (2004) recalculation of Ranney's index (1976)
Reverse Squire's Ranking (2000) with
1= Least professional and 50 = Most
Professional

Endogenous Variables
State
Innovativeness

INNOVATE

State Innovativeness or the speed with which
different states accept new ideas

Walker's Scale (1969) of state
innovativeness

State Policy
Adoption

OVINDEX

States policy adoption in areas of Education,
Health Care, Criminal Justice, Economic
Development and Environment

Overall index score of policy adoption

The following sections present detailed descriptions of each construct.
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Diversity
Diversity is the first latent exogenous construct used in the study. It is measured
by six indicators, all of which are adopted from the literature review (Lieberson, 1969;
Sullivan, 1973; Baker, 1990; Morgan and Wilson, 1990; Thomas and Welch, 1991;
Squire, 1992; Lieske, 1993; Rosenthal, 1995; Hero and Tolbert, 1996 and 2004; Hero,
1998; Bratton and Haynie, 1999; Tolbert & Hero, 2001; Bratton, 2002; Sanbonmatsu,
2002 and 2003; Gay, 2002; Branton and Jones, 2005; Bratton, Haynie and Reingold,
2007; Preuhs, 2007). These six indicators include three indicators of states racial
composition, two indicators of legislative diversity, and an indicator of state regional
affiliation in relation to the South.
Indicators of states racial composition include percentages of African American
and Asian populations of each state, as well as a white diversity index, which is
calculated as a ratio of a sum of percentages of seven white ethnic groups—Greek,
Hungarian, Italian, Polish, Portuguese, Irish, and Russian—in each state to a total state
population. Indicators of legislative diversity include indices of legislative ethnic
minority and legislative gender diversity. An indicator of legislative minority is
calculated as a ratio of a sum of African American, Asian and Hispanic legislators to a
total number of legislative seats. An index of legislative gender minority is calculated as
a ratio of women legislators to a total number of legislative seats.
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Socioeconomics
Socioeconomics is the second latent exogenous construct in this study. It is
measured by four indicators, which are adopted from the literature review (Dye, 1966;
Walker; 1969, Gray; 1973, Benton & Menzel, 1991; Streib & Waugh, 1991; Berman &
Martin, 1992). The four indicators used to measure the construct of socioeconomics
include state population, state median household income4, education, and state
urbanization5. These indicators cover an array of socio-demographic characteristics of the
states (population, education, income), as well as some economic characteristics (income,
urbanization). A review of the literature shows that the indentified socioeconomic
indicators are the most widely discussed in the literature and supported by empirical
analysis.
Politics
The third and final latent exogenous construct used in this study is politics. The
construct of politics is measured by four indicators, all of which are adopted from the
literature and previous research on state legislatures (Elazar, 1984; Johnson, 1976;
Ranney, 1976; Klingman & Lammers, 1984; Morgan & Watson, 1991; Salant & Martin,
1993; Gray, 2004). The four indicators used to measure the construct of politics include
political culture groups defined by Elazar, Gray’s general policy liberalism index, Gray

4

This study uses the Gini index of inequality, also known as an index of income concentration. The Gini
index summarizes the dispersion of the income shares across the whole income distribution. The Gini index
ranges from zero to one, where zero indicates perfect equality (where everyone receives an equal share),
and one indicates perfect inequality (where all the income is received by only one recipient). (Source:
www.census.gov )
5
State urbanization numbers are derived from the 2000 Decennial Census population statistics. Urban
areas, as defined by the Bureau of the Census, include all urbanized areas (over 50,000 population) and
Urban Clusters (2,500 to 49,999 population).
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and Hanson’s recent re-calculation of Ranney’s index of interparty competition, and
Squire’s legislative professionalism ranking. Together, these four indicators describe
different aspects of state politics and state legislations.
Endogenous variables in the study are represented by policy adoption indices in
five policy fields with each policy field represented by four policies and the score of
innovation. Most of the policy data come from online sources.
It should be noted that the dependent variable of state policy adoption is an index
scored from 0 to 20. This index is composed of policies adopted by each state in five
selected policy areas. Each of the respective policy areas is represented by four policies.
Table 24 (Appendix A) provides detailed descriptions of all policies included in the
analysis. Because these policies were chosen based on availability of the data, one
limitation of the study is representativeness of selected policy areas by those used in the
study. It is important, therefore, to ensure that selected policies have sufficient variations.
Tables 6 and 7 below demonstrates variations among the policies in the areas selected for
the analysis in all 50 states (note that Alaska and Hawaii are later excluded from the
analysis).
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Table 6: Variations in State Policy Adoptions in Selected Policy Areas (N of States = 50)
Policy Field
Selected Policies
Policy Area 1: Education
Official Instruction Time Restrictions
Integrated System of Education (K-16, P-16, P-20)
Class Size Limitations
School Choice
Policy Area 2: Health Care
Disclosure of Hospital and Health Charges
Universal Health Care Coverage
Mandatory Counseling for Abortions
Children's Health Insurance Reform
Policy Area 3: Criminal Justice
Crime Records and Information Sharing
Time Limitations for Prosecution of Sexual Assaults
Aggravated Drunk Driving/High BAC
Capital Punishment
Policy Area 4: Economic Development
Financial Assistance: State Authority of Agency Revenue Bond Financing
Financial Assistance: State Matching Funds for City and /or County Industrial
Financing Programs
Tax Incentives: Corporate Income Tax Exemption
Tax Incentives: Personal Income Tax Exemption
Policy Area 5: Environment
Alternative Fuel
Green Building Mandates
Land Use/Smart Growth
Fossil Energy: Coal
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# of States
Adopted
49
32
18
40
38
30
34
20
47
42
31
38
39
24
35
32
38
12
18
13

Table 7: Overall Index of State Policy Adoption (Based on Selected Policy Areas) (N of States = 50)
States
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Education
3
1
4
3
4
3
2
4
4
4
4
2
4
3
3
3
2
3
2
2
2
1
3
2
2
1
2
4
2
2
2
3
3
1
3
4
3
4
3
2
2
4
3
3
2
4
3
1
4
3

Health
2
Care
1
1
2
4
2
3
2
4
2
2
1
3
3
0
4
3
1
3
3
3
2
4
1
3
3
2
2
2
0
1
2
2
2
3
4
3
4
3
2
2
3
4
2
3
3
3
4
4
0

Adoption by Policy Areas
Criminal
Economic
2
3
Justice
Development
2
3
4
2
4
2
4
2
4
2
4
2
4
4
4
3
4
1
2
3
3
1
4
3
4
4
3
4
3
4
3
4
4
4
3
3
2
4
2
4
2
4
2
3
3
3
4
3
4
3
3
3
3
3
4
2
3
3
4
3
2
3
3
1
1
3
4
4
4
4
3
2
3
4
2
2
3
2
4
4
4
4
3
4
4
0
2
2
3
4
4
4
2
4
3
3
2
4
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Overall Index
Environment
0
0
2
1
3
2
3
0
3
1
3
1
3
3
1
2
2
0
3
1
3
1
3
0
1
3
1
1
0
3
2
2
1
0
1
1
2
2
2
3
1
2
3
0
2
2
2
1
1
1

10
7
13
12
17
13
14
14
18
12
14
8
17
17
11
16
14
12
14
12
14
10
15
9
13
14
11
13
10
11
12
12
10
7
15
17
13
17
12
12
13
17
17
9
11
16
16
12
15
10

The overall policy adoption index among states included in the analysis (48
states) varies from 8 (Idaho) to 18 (Florida). The final index is composed of five scores in
different policy areas, which allows the researcher to generalize results of this study to
overall state policy adoption outcomes. However, to test whether relative importance of
socioeconomic, political, and diversity variables on state policy outcomes differ among
policy areas (Research Question #5), the final structural equation model was run five
times, and each time the overall index of policy adoption was replaced by the policy
adoption score in one of five policy fields used in the analysis—education, health care,
criminal justice, economic development, or environment.
Sampling
In this study, the sampling unit is similar to the unit of analysis and is represented
by a single state. It should be noted that two states—Alaska and Hawaii—are excluded
from the analysis. Such exclusion is due to a lack of data for these two states on two
variables used in the study—Gray’s general policy liberalism index (2002) and Walker’s
score of innovativeness (1969) are not calculated for Alaska and Hawaii. In addition,
states of Alaska and Hawaii are generally excluded from the analysis of state policy
adoption as policy analysis literature focuses predominantly on 48 continental states.
Therefore, the sample size (48 states) is essentially equal to the population size (48
states), allowing for a complete generalizability of results.
Data Collection
Most data used in this study dates from 2007. Data used to operationalize the
constructs of socioeconomics and diversity comes from the U.S. Census American
75

Community Survey (2007). Two indicators included in the construct of state
socioeconomics were redefined to ensure normal distribution of the data. First, an
indicator of state population was calculated as a part of a total U.S. population. This
variable was estimated as a ratio of the state population to the total population to
represent the state’s share of the total population of the United States. Also, to avoid
outliers, an indicator of income was defined to be operationalized by a Gini index of
income inequality, which shows income distribution among state population. The Gini
index is calculated by the U.S. Census Bureau and is reported in the American
Community Survey. The only socioeconomic data that were not available for the year
2007 was the percentage of population living in urban areas of the states. This
information dates back to 2000 and comes from the U.S. Census 2000. The U.S. Census
describes urbanized areas as consisting ―of at least one central place, typically a city, and
the adjacent densely settled surrounding territory that together have a minimum
population of 50,000‖ (Williamson, 2008, p. 19)6.
The U.S. Bureau of Census (Census Bureau), an agency of the Department of
Commerce, collects, tabulates, and analyses information that is widely used by
researchers around the nation. The Census Bureau undertakes major surveys every ten
years, with the last survey completed in 2000 and the most recent one completed in 2010.
Census 2000 was ―a snapshot of the nation as of April 1, 2000, and between that date and

6

The U.S. Census Bureau defines ―urban‖ as including all population, housing units and territory in
urbanized areas (UA) and in urban clusters (UC). It delineates UA and UC boundaries to include densely
settled territory, which consists of (a) core census block groups that have a population density of at least
1,000 people per square mile; and (b) surrounding census blocks that have an overall density of at least 500
people per square mile. In addition, under certain conditions, less densely settled territory may be a part of
each UA or UC. (More information on urban and rural classification can be found in the Federal Register
Notice at http://www.census.gov/geo/www/ua/ua_2k.html )
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July 1, 2007, the U.S. added about 20.2 million people, about the same number of people
as the states of Florida and Delaware combined‖ (Williamson, 2008, p. 36). Therefore,
the Census 2000 data gets old by the minute. The American Community Surveys are
compiled by the Census Bureau on the annual basis, starting from 1996, and contain an
array of information that is much more up-to-date. The important difference between the
Census 2000 data and the American Community Survey that should be understood is one
of a sample size. The American Community Survey has a much smaller sample size
which introduces a greater error.
Data used to construct the indices of legislative ethnic and gender minority
(percentages of African American, Asian and Hispanic legislators, and the percentage of
women legislators) as well as information on how many policies were adopted in policy
areas of education, health care, criminal justice, and environment comes from the
National Conference of State Legislators

(NCSL) database available online

(www.ncsl.org). Data on regional classification of American states as southern, border,
and non-southern, is derived from the literature review (Morgan and Wilson, 1990).
Three indices and ranking scales used in the latent construct of politics are as recent as
2000-2004, with Gray and Hanson’s re-calculation of the original index of interparty
competition compiled by Ranney in 1976. The re-calculation was done for the period of
1999-2002. Finally, one of the oldest measures used in the study is the Walker’s scale of
innovativeness in the states (1969). Several attempts at recalculating and reanalyzing the
scale (Gray, 1973; Savage, 1985) led to similar results, which justifies the use of the
Walker’s scale in this analysis.
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Three variables used in the construct of diversity are operationalized by indices
calculated by the author using data from the 2007 American Community Survey and
2007 legislative demographics data from the NCSL. A legislative ethnic minority
(LEGMINOR) indicator is operationalized by an index of legislative racial diversity,
which is calculated as a ratio of a sum of legislative seats held by African American,
Hispanic, and Asian legislators to a total number of legislative seats. A degree of
women’s presence in legislatures (LEGWOMEN) indicator is operationalized by an
index of legislative gender diversity that is calculated as a ratio of the women legislators
to the total number of legislative seats. Formulas for calculating both of these indices are
presented below, with 0 values indicating the least diverse legislature and a value of 1
being equal to the most diverse legislature.
Legislative Racial Minority = (African American Legislators + Hispanic Legislators + Asian
Legislators)/Total number of legislative seats
Legislative Gender Diversity = Number of Women Legislators/Total number of legislative seats

Table 8 below presents the 2007 values for both indices. Table 8 indicates that the
index of legislative racial minority varies from 0 (Maine, South Dakota and North
Dakota) to 0.411 (New Mexico). In addition, racial representation within the state
legislatures does not reflect a national trend in racial composition and increased
percentages of Asian and Hispanic populations in American states. For instance, in 2007,
the total number of African American legislators in 48 states used in this analysis was
equal to 607, while the total numbers of Hispanic and Asian legislators were 236 and 34,
respectively.
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Table 8: Indices of Legislative Racial Minority and Legislative Gender Diversity (2007)

State
Alabama
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

African
American
Legislators

Hispanic
Legislators

Asian
Legislators

Legislative
Racial
Minority Index

Women
Legislators

Legislative
Gender
Diversity Index

34
2
15
9
3
19
5
25
56
0
29
13
3
6
7
29
0
42
9
19
1
43
12
0
1
7
1
11
2
44
26
0
16
6
3
21
1
28
0
14
16
0
1
17
3
0
8
0

0
17
0
28
5
6
1
17
3
1
11
1
0
4
0
0
0
4
4
3
3
0
1
1
1
3
2
6
44
17
2
0
0
0
1
1
3
1
0
1
36
2
0
1
3
0
0
2

0
0
0
9
0
1
0
0
1
0
0
0
1
0
0
0
0
3
0
2
3
0
0
0
0
1
1
1
0
1
0
0
0
0
1
1
0
1
0
0
1
1
1
0
3
1
0
0

0.243
0.211
0.111
0.383
0.080
0.139
0.097
0.263
0.254
0.010
0.226
0.093
0.027
0.061
0.051
0.201
0.000
0.261
0.065
0.162
0.035
0.247
0.066
0.007
0.041
0.175
0.009
0.150
0.411
0.292
0.165
0.000
0.121
0.040
0.056
0.091
0.035
0.176
0.000
0.114
0.293
0.029
0.011
0.129
0.061
0.007
0.061
0.022

18
30
28
33
35
53
19
37
46
24
48
28
34
48
17
25
57
61
49
29
70
24
38
37
9
19
152
23
34
51
44
25
22
19
28
37
22
15
18
22
35
18
68
24
48
19
30
21

0.129
0.333
0.207
0.275
0.350
0.283
0.306
0.231
0.195
0.229
0.271
0.187
0.227
0.291
0.123
0.174
0.306
0.324
0.245
0.196
0.348
0.138
0.193
0.247
0.184
0.302
0.358
0.192
0.304
0.241
0.259
0.177
0.167
0.128
0.311
0.146
0.195
0.088
0.171
0.167
0.193
0.173
0.378
0.171
0.327
0.142
0.227
0.233

Sources of Data: National Conference of State Legislatures (www.ncsl.org )
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Representation of women in state legislatures, as measured by the legislative
gender diversity index, varies from 0.088 (South Carolina) to 0.378 (Vermont). The total
number of women legislators serving in 48 states in 2007 was equal to 1,691.
In addition, a degree of state white diversity (WHTDIVER) indicator was
operationalized by an index of state white minority, which was calculated as a sum of
percentages of seven white ethnic minorities: Greek, Hungarian, Italian, Polish,
Portuguese, Russian, and Irish reported in 2007 American Community Survey7. Finally,
based on the literature review (Morgan and Wilson, 1990; Squire; 1992; Branton and
Jones, 2005), an indicator of the state’s regional affiliation in relation to the South
(REGION) was operationalized by categorizing eleven confederate states as South States
and assigning them a value of 2; categorizing six states as Border States (those states that
are bordering eleven southern states) and assigning them a value of 1; and categorizing
the rest of the states as non-southern states and assigning them a value of zero8.
It is important to note that three indicators used in the construct of state
diversity—the percentage of the state’s Asian population, the state’s white diversity and
the state’s legislative gender diversity, as well as an indicator of the degree of interparty
competition used in the construct of state politics—were transformed to be defined
negatively. This transformation addresses negative factor loadings within the
measurement models of the proposed constructs and facilitates data analysis. As a result,
the construct of state diversity is defined negatively, as a lack of state diversity, and it is

7

A methodology for calculating the white minority index replicates methodology described by Hero and
Tolbert (1996).
8
Eleven confederate states identified as South include AL, AR, FL, GA, LA, MS, NC, SC, TN, TX, and
VA. Six Border States include DE, KY, MD, MO, OK, and WV.
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described in the analysis as a degree of diversity in the states. When describing the results
of the analysis, such transformation is taken into consideration. Therefore, a negative
influence of the degree of state diversity on endogenous variables of state innovativeness
and state policy adoption is further described as an overall positive influence to avoid a
double negative description.
Lastly, sources of information on state policy adoption vary among the policy
areas. For instance, in addition to the data collected from the National Conference of
State Legislatures (NCSL) website, some information on educational policies came from
the Educational Commission of the States. The Book of the States (Vol. 39, 2007)
provided supplemental information on criminal justice and economic development
policies. Table 24 (Appendix A) presents more detailed description of sources of
informational on state policies used in the study, as well as a complete list of those
policies.
Human Subjects Issue
The human subject issue is not applicable to this study as there are no human
subjects involved.
Statistical Analysis
Empirical research in the comparative state policy tradition typically has
employed cross-sectional data using Pearson’s rank order correlation (Walker, 1969;
Gray, 1973; Mohr, 1969; Berry & Berry, 1999; Hanson, 1991; Morgan & Watson, 1991;
Sharkansky, 1969; Johnson, 1976; Klingman & Lammers, 1984; Sullivan, 1973).
Ordinary least-square regression has also been used (Morgan & Watson, 1991; Alt &
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Lowry, 1994; Martin & Nyhan, 1994; Streigb& Waugh, 1991), as well as goodness-of-fit
(Mohr, 1969), factor analysis (Klingman & Lammers, 1984) and path analysis (Berman
& Martin, 1992; Morgan & Wilson, 1990). In most studies, data from secondary sources
were used. In the past 10 years there have been movements toward using longitudinal
data, including pooled cross-sectional time series and event histories models (Miller,
2004, p. 49).
As new research methods become available, some limitations of well-known
analytical tools can be overcome. It should be noted that correlation tests, used by most
of the scholars of the comparative state policy, are in some ways the most misused of all
statistical procedures. They are able to show whether two variables could be related and
have an effect on each other, but they are not able to show that the variables are not
related. If one variable depends on another (in other words, there is a causal relationship),
then it is always possible to find some kind of correlation between the two variables.
However, if both variables depend on a third, they can show a correlation without any
causal dependency between them. Therefore, complete reliance of the previous research
on correlation methods is more of a disadvantage, which might make validity of the
findings subject to criticism from future researchers.
This research groups various socioeconomic, diversity and political characteristics
of American states into three unobserved latent constructs and tries to answer questions
about causal relationships of these unobserved latent constructs and their influence on
state innovation and state policy adoption. The grouping of observed state characteristics
into latent constructs would not be possible within a simple correlation analysis. This
study does not suggest that results of previous analyses are unreliable due to the use of
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correlation statistics, but it rather proposes to take advantage of newly available
analytical techniques to advance an overall understanding of the subject of state
innovation and state policy adoption.
This study proposes to utilize Structural Equation Modeling (SEM) to test
hypothesized relationships between latent and observed variables. According to previous
research (Hoyle, 1995, Wan, 2002), SEM could be a good fit when testing for
relationships among constructs. AMOS 17 software was used to conduct the analysis.
To date, SEM has been applied mainly in the field of health care. Use of SEM in
the fields of public administration and policy analysis in the United States is very limited.
As an example, Howard, Foster, and Shannon (2005) used structural equation modeling
to examine the role of perceived team climate in facilitating leadership and sociotechnical
optimization to affect quality-related outcomes in a municipal government, and Nyhan
(2005) used structural equation modeling to test his paradigm on the importance of trust
in public sector management.
As the literature review section demonstrates, there is a lack of literature utilizing
Structural Equation Modeling in the field of policy analysis. The only sources available
focused on municipal governments. Therefore, state and federal levels have not yet been
analyzed using SEM. One of the major benefits of using SEM is that it is capable of
testing relationships between diversity and innovation and diversity and state policy
adoption, and the relative influence of state diversity on both of them. In particular, SEM
is a proper statistical technique for estimating and testing causal relationships, which
could be used in both—theory testing and theory development. This study uses SEM to
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test hypothesized relationships based on the literature review in the fields of diversity,
innovation and policy adoption.
A structural equation model is composed of a measurements model of latent
(unobserved) variables9 with their indicators and a structural model. Generally speaking,
a structural equation model is a regression model that can be used to model structural
relations to conceptualize an underlying theory (Byrne, 2001, p.3). An important
advantage of structural equation modeling is its ability to include unobserved variables
into the analysis. These unobserved (latent) variables are determined and measured by a
set of indicators. An unobserved variable and its indicators represent a conceptualized
measurement model tested during the confirmatory factor analysis, which is one part of
the analysis. Confirmatory factor analysis examines covariations among a set of observed
variables to determine their individual contributions to the conceptualized latent
construct. Such contributions are known as factor loadings. The second part of the
analysis is an actual structural model, which tests for hypothesized ―impact of one latent
construct on another in the modeling of causal direction‖ (p. 6). The complete model,
therefore, is composed of a measurement model and a structural model, where the
measurement model represents the links between the latent variables and their observed
measures (indicators), and the structural model conceptualizes the links between the
latent variables.

9

Bentler (1980) describes a latent variable as ―a variable that an investigator has not measured and, in fact,
typically cannot measure. Latent variables are hypothetical constructs invented by a scientist for the
purpose of understanding a research area; generally there exists no operational method for directly
measuring these constructs. The constructs are related to each other in certain ways as specified by the
investigator’s theory‖ (p. 420).
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Three

measurement

models

used

in

this

study—latent

constructs

of

socioeconomics, politics and diversity and their indicators—are validated using
confirmatory factor analysis. Confirmatory factor analysis enables researchers to put
substantively meaningful limitations on the model, and such limitations determine
correlations between pairs of common factors, correlations between pairs of unique
factors, and the effect of a unique factor on observed variable (Wan, 2002). The second
part of the structural equation model, the structural model, shows potential casual
relations

between

exogenous

variables—latent

(unobserved)

constructs

of

socioeconomics, politics and diversity, and endogenous variables—the state’s
innovativeness and policy adoption. The final SEM model assesses how well the model
fits the data, and also whether the theory properly translates into the model.
The following three measurement models (Figures 6, 7 and 8) for the exogenous
latent constructs are proposed to be validated by confirmatory factor analysis.
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Figure 6: Proposed Measurement Model of State Diversity
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Figure 7: Proposed Measurement Model of State Socioeconomics
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Figure 8: Proposed Measurement Model of State Politics

It should be noted that the study research questions and corresponding hypotheses
are organized in such a way that each following research question introduces a new
endogenous variable or a new latent exogenous construct. Therefore, each of first four
hypotheses has a corresponding structural equation model. The last hypothesis tests for
model variations among five policy areas—education, health care, criminal justice,
economic development and environment—and uses a final model revised and confirmed
in Hypothesis IV. However, an overall index of policy adoption (OVINDEX) is replaced
with a number of policies adopted in each of five policy fields being analyzed.
The following figures (Figures 9-12) show the proposed structural equation
models for each of the hypotheses being tested in the study.
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Figure 9: Proposed Structural Equation Model: Hypothesis I

Hypothesis I (Figure 9) tests for a relationship between the latent exogenous
construct of diversity and an endogenous variable of state innovativeness.
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Figure 10: Proposed Structural Equation Model: Hypothesis II

Hypothesis II (Figure 10) tests for relationships between the latent exogenous
construct of diversity and endogenous variables of state innovativeness (INNOVATE)
and state policy adoption (OVINDEX).
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Figure 11: Proposed Structural Equation Model: Hypothesis III

Hypothesis III (Figure 11) tests for relationships between the latent exogenous
constructs of diversity and socioeconomics and endogenous variables of state
innovativeness (INNOVATE) and state policy adoption (OVINDEX).
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Figure 12: Proposed Structural Equation Model: Hypothesis IV

Finally, Hypothesis IV (Figure 12) tests for relationships between the latent
exogenous constructs of diversity, socioeconomics and politics, and endogenous
variables of state innovativeness (INNOVATE) and state policy adoption (OVINDEX).
In the analysis, the proposed structural equation model for Hypothesis IV is revised to
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ensure the best possible model fit with data available, and the revised model represents a
final model of state policy adoption. In Hypothesis V, the index of state policy adoption
(OVINDEX) is replaced with policy adoption scores in each of five policy areas to test
for model variations.
Criteria for the Statistical Analysis
Of variables used in the analysis, two had missing values—the policy liberalism
index and Walker’s score of innovativeness have values missing for the states of Alaska
and Hawaii. As these two states are excluded from the analysis, and the final sample
(N=48) represents the whole population (N=48), no variable in the analysis had any
missing values.
Data are first examined using descriptive techniques, and the measurement
models are then evaluated through confirmatory factor analysis. Confirmatory factor
analysis is used to explain variations and co-variations of the observed measurement
variables (Wan, 2002).
The models presented in Figures 8 through 11 are adjusted using the results of
confirmatory analysis and are further subjected to analysis through Structural Equation
Modeling techniques. An assessment of model fits is undertaken to ―ensure the
appropriate interpretation of the theoretical framework‖ (Wan, 2002, p. 82). To do so,
each variable used in the analysis is evaluated first, using correlations, and later through
confirmatory factor analysis. Furthermore, the overall fit of each proposed measurement
and structural equation models is evaluated to determine how well the model fits the data.
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Table 9 below presents the measures of model fit suggested in the research literature
(Bollen, 1989; Maruyama, 1998; Byrne, 2001).
Table 9: Goodness of Fit Indices
Measure

Range

Estimation Approach

Chi-square (x2)

a minimal value is
desired

Significance of disappearances between observed and predicted
relationships among measures

Degree of Freedom (df)

greater than or equal to 0

Number of sample moments minus number of distinct parameters to
be estimated

Probability (p)

>= 0.05 suggests a close
model fit

Tests the null hypothesis that the RMSEA is <=0.05

Likelihood Ratio (x2/df)

< 4.0 suggests a good fit

Sample covariance sample is drawn from the population
characterized by the hypothesized covariance matrix

Goodness of Fit Index (GFI)

> 0.95 suggests a good fit

The amount of variance and covariance suggested by the model

Adjusted GFI (AGFI)

> 0.90 suggests a good fit

Goodness of fit taking into account the degree of freedom

Tucker Lewis Index (TLI)

> 0.90 suggests a good fit

Alternative models comparison

Normed Fit Index (NFI)

> 0.90 suggests a good fit

Best fitting and worst fitting (null) models comparison

Root Mean Square Error of
Approximation (RMSEA)

less than 0.05

Hoelter's Critical N (CN) @
.05

greater than 200

Adequacy of model based on population disappearances as related
to degrees of freedom
Evaluates the sample size to determine the largest sample, which is
adequate to accept the hypothesis that the model is correct using
chi-square

Source: Byrne, 2001.

Goodness-of-fit index (GFI), Adjusted GFI (AGFI), Tucker Lewis Index (TLI)
and Normed Fit Index (NFI) all show how well the proposed model fits the data and
highlight the differences between observed and expected values in the model. The GFI
(developed by Jöreskog and Sörbom in 1984) and AGFI are considered to be ―absolute
indices of fit‖ as they compare a proposed and hypothesized model to no model at all
(Byrne, p. 82). Values for the GFI and AGFI can range from zero to 1.00, with higher
value indicating a better fit and a value of 1 indicating a perfect fit. The AGFI takes into
account the degrees of freedom available for testing the model. The normed fit index
(NFI), developed by Bentler and Bonett in 1980, compares a hypothesized model with
the independence model and provides ―a measure of complete covariation in the data‖ (p.
83), which ranges from zero to 1.00, with a value >.90-.95 considered to be
representative of a well-fitting model. It should be noted, however, the NFI tends to
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underestimate a model fit in small samples, which is applicable to this study. The good fit
value for the TLI, listed in Table 9 above, is also mostly applicable to larger sample sizes.
The root mean square error of approximation, developed by Steiger and Lind in 1980,
takes into account the error of approximation in the population. This index is expressed
per degree of freedom and is, therefore, ―sensitive to the number of estimated parameters
in the model‖ (Byrne, p. 84). Finally, Noelter’s critical N statistic focuses on the
adequacy of samples size and indicates the largest sample size for which one would
accept (at 0.5 or 0.1 level) a model with listed chi-square statistics and presented degree
of freedom. In particular, Hoelter proposed that a model that adequately represents the
sample data would have a value more than 200. After reviewing the goodness-of-fit
statistics that are used to analyze the hypothesized models presented earlier in this
chapter, it is important to note that goodness-of-fit statistics can be greatly influenced by
a sample size, which, in this study, is limited to the population size of 48 states.
In case the proposed model does not provide an adequate fit based on the indices
presented above, it has been suggested (Wan, 2002) to identify the possible source of lack
of fit. Once identified, ways to modify those sources can be outlined to improve the
goodness of fit of the model. Some ways to improve the model fit include elimination of
observed variables that do not contribute significantly to the measurement of the latent
exogenous variables and addition of other indicators to measure the latent variables. In
the interest of analyzing indicators of socioeconomics, politics and diversity of the states
and their influence on state policy adoption and state innovativeness, the latent
constructs’ indicators with insignificant factor loadings are kept in the analysis and only
eliminated when testing structural equation models for hypotheses listed in the study.
93

CHAPTER FOUR: FINDINGS
Descriptive Statistics
The study population used in the analysis represents 48 states. Two states—
Alaska and Hawaii—are excluded from the analysis, resulting in a total sample of 48
states that essentially equals the total population being analyzed.
This study uses a descriptive analysis technique to determine normality of the
data, summarize important features of numerical data, pick up any possible entry errors,
determine data distribution, and develop characteristics of the data. Table 10 below
presents the results of the descriptive analysis of the study variables.
Table 10: Descriptive Statistics of Study Variables
Study Variables

N

Range

Minimum

Maximum

Mean

Std. Deviation

Variance

POPULAT

48

.119

.002

.121

.02067

.022372

.001

INCOME

48

.0881

.4104

.4985

.449208

.0188557

.000

EDUC

48

20.6

17.3

37.9

26.794

4.8263

23.293

URBAN

48

56.2

38.2

94.4

71.392

14.9113

222.345

BLACK

48

36.92

.60

37.52

10.4306

9.65336

93.187

ASIAN

48

11.81

-12.34

-.53

-2.6525

2.25481

5.084

WHTDIVER

48

45.42

-56.97

-11.55

-24.3910

11.14944

124.310

REGION

48

2

0

2

.58

.846

.716

LEGMINOR

48

.411

.000

.411

.12046

.105990

.011

LEGWOMEN

48

.290

-.378

-.088

-.23004

.072616

.005

POLCUL

48

2

1

3

1.98

.838

.702

POLLIB

48

47

1

48

24.50

14.000

196.000

INTCOMP

48

.357

-.986

-.629

-.86890

.081235

.007

LEGPROG

48

49

1

50

26.13

14.542

211.473

INNOVATE

48

.358

.298

.656

.45075

.085694

.007

OVINDEX

48

11

7

18

13.06

2.709

7.336

Valid N (listwise)

48

e: POPULAT = 2007 Total population share; INCOME = 2007 Gini inequality index; EDUC = 2007 Percent of population
w/Bachelor Degree; URBAN = 2000 Percent of population living in urban areas; BLACK = 2007 Percentage of African American
population; ASIAN = 2007 Percent of Asian population; WHTDIVER = 2007 State white diversity index (degree of); REGION =
State Southerness; LEGMINOR = 2007 Legislative ethnic minority index; LEGWOMEN=2007 Legislative gender diversity index
(degree of); POLCUL = Elazar's Political Culture; POLLIB = Gray's Policy Liberalism index; INTCOMP = Ranney's Interparty
Competition index (degree of); LEGPROF - Squire's Legislative Professionalism index; INNOVATE = Walker’s State innovation
score; OVINDEX = Overall index of state policy adoption.
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For some of the indicators used in the study, frequency analysis is conducted to
explore the distributional properties for different states. It should be noted that several
variables used in the study are represented by scales or have unique scores assigned to
each state. Of four indicators used in the latent construct of state socioeconomics, which
reflects the major socioeconomic and demographic characteristics of each state, all four
indicators have some repeating values. As stated in the Methodology section of the study,
an indicator of state population is replaced by an indicator of state population share,
which represents a share of the population for each state in relation to the total
population, with the total population of the United States valued at 1. In addition, U.S.
Census Bureau calculates Gini index—index of income inequality—for each state, and its
value ranges between 0 and 1, where zero represents total equality while 1 represents
total inequality.
Of four indicators used in the construct of state politics and reflecting major
characteristics of state legislatures, two indicators—policy liberalism and legislative
professionalism—are represented by scales, while an indicator of the degree of interparty
competition is a computed index variable. All three of these indicators have unique
values for each state. The fourth indicator, political culture, is measured on a scale of 1 to
3, representing moralistic, traditionalistic and individualistic states.
Finally, frequency analysis is conducted for all six indicators used to measure the
latent construct of state diversity that is represented by state racial, gender and regional
location characteristics identified in the Literature Review section of the study. Most of
these six indicators have unique values for each of the states. The lowest percentage of
Asian population (0.53 %) is found in Montana, and the largest Asian representation
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(12.34 %) is observed in California. Seven other states—West Virginia, Wyoming,
Mississippi, South Dakota, Kentucky, Alabama and Maine—are found to have less than 1
percent of Asian population. The African American population represents less than one
percent of residents in the states of Idaho, Montana, Vermont, Wyoming, North Dakota,
New Hampshire and Utah. The state with the largest percentage of African American
population (37.57 percent) is Mississippi, and it is closely followed by the states of
Louisiana, Georgia, Maryland, South Carolina, and Alabama, all of which have more
than 25 percent of African American residents in their population composition. Notably,
almost all states classified as Southern states in the Region variable contain large shares
of African American population.
In terms of percentages of white diversity groups—Greek, Hungarian, Italian,
Polish, Portuguese, Irish, and Russian—in states populations, the white diversity
composition of the states varies between 11.55 percent of a total state population (Utah)
to 56.97 percent (Rhode Island). It should be noted that Irish, Polish and Italian ancestry
accounts for the largest share among the states’ white minority groups.
Finally, the states’ legislative ethnic minority varies from zero to 0.411, with a
value of zero indicating a complete lack of racial/ethnic diversity in the state legislature.
Five states scoring the lowest on the legislative racial minority index are Maine, South
Dakota, North Dakota, Montana, and West Virginia. Five states scoring the highest in the
same category are Florida, New York, Texas, California, and New Mexico—all five
states having large immigrant populations residing within their boundaries. The index of
legislative gender diversity ranges from 0.088 to 0.378, with higher values indicating
higher gender diversity in the state legislature. Five state legislatures scoring the highest
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on gender diversity index are Vermont, New Hampshire, Colorado, Minnesota, and
Arizona legislatures, while five state legislatures scoring the lowest in the same category
are South Carolina, Kentucky, Oklahoma, Alabama, and Mississippi legislatures.
In terms of the score of innovativeness (Walker, 1969), which is one of the
endogenous variables in the study, the larger score indicates a higher degree of
innovativeness in the state. Of 48 states used in the analysis, five states scoring the
highest on the Walker scale are New York, Massachusetts, California, New Jersey, and
Michigan, while five states scoring the lowest are Mississippi, Nevada, Wyoming, South
Carolina, and Texas. Only two states, Arizona and Kentucky, have similar scores of
innovativeness, according to Walker.
Correlations
Correlation matrices are developed for the measurement instruments and all study
variables. Correlations between variables within the measurement models are generated
using the standard Pearson product-moment procedure to detect any multicollinearity
problems. ―Multicollinearity‖ refers to the situation in which the independent variables
are highly correlated, although there is, understandably, no agreement as to what ―highly‖
means (Choi, 1999). According to the literature, the most commonly used cutoff points
for multicollinearity range between 0.70 and 0.80. However, higher values of correlation
are also used as criteria of multicollinearity. Tables 25 through 28 (Appendix B) present
correlation matrices for all study variables, as well as for each of the measurement
constructs. For the purposes of this study, the correlation cutoff point is set at 0.80, which
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means that observance of correlations that are equal of higher than the set cutoff point
will result in exclusion of highly correlated variables from the analysis.
In the latent construct of state diversity, indicators of the percentage of the state
African American population and the state’s Southerness have the highest correlation of
0.739 (at the P ≤ 0.01 level), which is close to the cutoff point set for this analysis. Based
on the results of descriptive statistics such correlation is to be expected as descriptive
analysis indicated that all Southern states have high percentages of African American
residents. In addition, variables of the percentages of the state African American and
Asian populations are found to be correlated with an indicator of the state legislative
minority (0.556 and -0.444, respectively, at the P ≤ 0.01 level). Such correlations are
consistent with the theory of descriptive representation presented in the Literature
Review section. Because the index of legislative ethnic minority is calculated based on
the representation of African American, Asian and Hispanic legislators in the state
legislatures, higher percentages of African American and Asian population in the states
might be associated with higher ethnic diversity of state legislatures. Consistently, a
smaller percentage of Asian population in the state is negatively associated with the
legislative ethnic diversity index.
Some of the lowest correlations in the exogenous construct of diversity are
observed between indicators of legislative ethnic minority and gender diversity in state
legislatures (-0.005) and percentages of African American and Asian populations in the
states (-0.035). The first low correlation is not surprising, as the literature review of the
previous empirical research on state legislatures shows that researchers failed to establish
a clear connection between racial and gender compositions of state legislatures,
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legislative agendas, and policy outcomes. It is not clear why there is a lack of the
relationship between percentages of African American and Asian populations. However,
a lack of association could possibly be explained by historic settlement trends and
location preferences of both ethnic groups. To better understand the reasons behind such
results, it is necessary to look at immigration trends of the last several decades.
Interestingly, positive correlations of 0.309 and 0.367 are observed between indicators of
the legislative gender diversity and percentages of African American and Asian
populations in the states.
A number of correlations are observed between an indicator of the region (state
Southerness) and the rest of the indicators in the construct. Besides the region being
positively correlated to the percentage of African American population in the state, it is
also found to be positively correlated to the indices of the state’s white diversity and
legislative gender representation (0.441 and 0.439, respectively, at the P ≤ 0.01 level), to
the state’s legislative minority (0.352, at the P ≤ 0.05 level), and to the state’s percentage
of Asian population. At the first sight, it appears that the Southern states are relatively
more homogenous (have less Asians and white ethnic minorities); they have conservative
and traditional legislatures with lower numbers of legislators from diverse ethnic
background and less women legislators.
Generally speaking, most indicators included in the latent construct of diversity
are found to be intercorrelated, with the highest correlation observed between indicators
of the state regional location (states Southerness) and the percentage of a state’s African
American population. However, none of the correlations reached a cutoff point of 0.80 or
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more. Therefore, none of the indicators included in the construct of diversity were
eliminated as a result of the correlation analysis.
Among variables used in the latent exogenous construct of state socioeconomics,
the highest correlations are observed among indicators of population and income and
population and urbanization (0.513 and 0.487, respectively, at the P ≤ 0.01 level). In
addition, indicators of education and urbanization are correlated at the P ≤ 0.01 level as
well (0.458). The lowest correlation of -0.072 is among indicators of income and
educational attainment. A negative correlation indicates that higher levels of income
inequality could be associated with a lower percentage of people with Bachelor’s degrees
in the state. Finally, some relatively low correlations are found between indicators of
income and urbanization, and educational attainment and the state population (0.244 and
0.125, respectively). To summarize, none of the indicators proposed to measure the latent
exogenous construct of state socioeconomics are correlated at the level higher than the
proposed cutoff point of 0.80. Therefore, the proposed measurement model of state
socioeconomics does not have multicollinearity problems.
In the latent construct of state politics, the highest correlations of 0.356 and 0.355
are observed between indicators of policy liberalism and legislative professionalism, and
policy liberalism and political culture, respectively. These variables are correlated at the
P ≤ 0.05 level. The lowest correlations of 0.039 and 0.046 are observed between
indicators of political culture and legislative professionalism and political culture and the
degree of interparty competition, respectively. Finally, correlations exist between
variables of the degree of interparty competition and legislative professionalism (0.323),
and variables of policy liberalism and the degree of interparty competition (0.329), at the
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P ≤ 0.05 level. None of the variables used in the construct of state politics are negatively
correlated. Therefore, there is an indication that lower interparty competition in state
legislatures could be associated with higher levels of legislative professionalism and
policy liberalism, while the latter two characteristics of state legislatures could also be
related. Surprisingly, an indicator of Elazar’s political culture is found to only be
correlated to the level of policy liberalism. To summarize, none of the indicators used in
the latent exogenous construct of state politics are found to be highly correlated at the
cutoff point of 0.80 or more; and, therefore, no multicollinearity problems should occur.
Finally, the correlation analysis revealed that the endogenous variable of state
innovativeness is correlated with all variables included in three latent exogenous
constructs. Consistent with the findings of the literature review section and previous
empirical research on state innovation, Walker’s score of state innovation, used to
conceptualize the state’s innovativeness, is found to be positively associated with all state
socioeconomic characteristics included in the analysis, and with the state’s index of
legislative ethnic minority, but is negatively associated with the rest of variables included
in the constructs of states diversity and state politics. The highest correlation is observed
between the Walker’s score of innovativeness and a socioeconomic indicator of
education, measured as the percentage of the state population with a Bachelor’s degree
(0.613, at the P ≤ 0.01 level). The lowest correlation is found between the Walker’s score
of innovativeness and a diversity indicator of the state’s legislative ethnic minority
(0.058). The results of hypotheses testing presented later in this chapter reveal more
details of relationships between the state’s innovation and the state’s diversity,
socioeconomic, and political characteristics.
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Correlation analysis indicates that, while a number of internal correlations exist
between indicators included in the latent exogenous constructs of state diversity,
socioeconomics and politics, none of the correlations is found to be equal or larger than
0.80, which was set as a cutoff point for this analysis. As a result, no multicollinearity
problems should emerge in the course of the following analysis.
Internal and External Validity
The validity of the proposed model could be checked and the reliability of the
measurement instrument could also by strengthened by using a longitudinal panel design.
Major advantages of the panel design include replication of the previous findings and
analysis of the degree of effect. For instance, Gray (1973) found that the use of
longitudinal data and, in her case, time-series models explains more variance than crosssectional models do. As new data on American states and state legislatures becomes
available, a time-series models could be conceptualized.
In addition, testing the proposed model in different policy areas, aside from the
five areas proposed by this study, could also increase reliability of the proposed model.
Furthermore, methodologically speaking, it would help in the generalization of the
results. In this case, generalization would not mean generalizing from the sample
population to the whole population, as the proposed sample size already represents the
study population (48 states), but rather generalizing the results across numerous policy
areas.
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Confirmatory Factor Analysis
Diversity
The latent construct of state diversity is the first exogenous variable tested in the
study. Six indicators are used to measure state diversity: percentages of the state’s
African American and Asian populations, indices of legislative ethnic minority and
legislative gender diversity, the index of state white diversity, and the state’s regional
affiliation in relation to South (a state’s Southerness). All diversity indices used in the
analysis were calculated by the author using 2007 data from the Census American
Community Survey (ACS) and the National Conference of State Legislatures (NCSL).
The correlation analysis (Table 26, Appendix B) showed correlations between all six
indicators, with the strongest correlation between an indicator of the percentage of
African American population and the state’s Southerness, which is consistent with the
results of descriptive statistics. An indicator of the region was also found to be positively
correlated with the rest of the variables used in the latent construct of state diversity. The
weakest correlations were observed between the percentages of African American and
Asian populations, which could possibly be explained by different settlement trends and
preferences for these two ethnic groups, and between indices of legislative ethnic
minority and legislative gender diversity, which was to be expected from the literature
review on the subject of legislative diversity. A review of the literature on state
legislatures revealed a lack of research linking gender and ethnic characteristics of state
legislators. Analysis of correlations indicated no potential collinearity problems and
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allowed the researcher to keep all of the proposed indicators in the measurement model of
state diversity.
Figure 13 below presents the results of testing the measurement model of state
diversity.
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Figure 13: Measurement Model of State Diversity

Factor loadings were examined to determine the strong and weak correlations
between the latent construct and its indicators. To improve the model fit, two
measurement errors were correlated. Figure 14 below shows the revised model.
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Figure 14: Revised Measurement Model of State Diversity

As shown in the above figure, the final measurement model of state diversity
consists of six indicators, whose factor loadings range from .20 for the indicator of the
percentage of the state’s Asian population to .92 for the indicator of the state’s regional
affiliation. One path was added between the measurement errors for the indicators of the
percentage of the state’s Asian population and the state’s index of legislative ethnic
minority. Measurement errors for these two indicators are negatively correlated,
consistent with the results of correlation analysis. As a result of correlating measurement
errors, factor loadings for four indicators in the construct—percentages of African
American and Asian populations, legislative ethnic minority, and legislative gender
diversity—increased slightly, a factor loading for the state’s white diversity index stayed
the same, and a factor loading for the indicator of the region slightly decreased. All factor
loadings were sufficient but ranged significantly. Indicators of the region and the state’s
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percentage of African American population have the highest factor loadings in the
construct (.92 and .79, respectively). Indicators of legislative gender diversity, legislative
ethnic minority, and the state’s white diversity have similar factor loadings of .47, .44 and
.44, respectively. Table 11 documents goodness-of-fit statistics for both generic and
revised measurement models of state diversity. As seen in the table, proposed
modifications helped to substantially improve the final measurement model of state
diversity.
Table 11: Goodness of Fit Statistics for State Diversity
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

43.091
9
.000
4.788
.782
.490
.395
.604

23.524
8
.003
2.941
.875
.671
.690
.784

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

.284

.203

Hoelter's Critical N (CN) @ .05

> 200

19

31

Goodness-of-fit statistics for the revised measurement model of state diversity,
including a chi-square of 23.524, a likelihood ratio of 2.941, a goodness-of-fit index
value of 0.875, and a normed fit index of 0.784, are within acceptable limits for a small
sample size analysis10. It should be noted that the adjusted GFI value of 0.671, a Tucker
Lewis index value of 0.690, the root mean square error of an approximation of 0.203, and
the Hoelter’s critical N value of 31 are still far from acceptable limits. However, the

10

As indicated in the Methodology Chapter, widely accepted criteria for statistical analysis are mostly
applicable to a large sample size analysis. Analyses of smaller samples straggle to achieve these standards.
Therefore, it is to be expected that a goodness-of-fit statistic for a small sample analysis would differentiate
from the established criteria.
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revised model provides an acceptable fit for the data and is confirmed as the
measurement model for the latent construct of state diversity.
Socioeconomics
The latent construct of state socioeconomics is the second exogenous variable in
the study. Four indicators are used to measure the state’s socioeconomics: population,
income (measured by the Gini index of income inequality), education, and urbanization.
To validate the measurement model of this latent construct, confirmatory factor analysis
was conducted using AMOS statistical software. Figure 15 below shows the results of
testing of the proposed measurement model of state socioeconomics.
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Figure 15: Measurement Model of State Socioeconomics

As a part of confirmatory factor analysis, factor loadings were examined to
determine the strong and weak correlations between the latent construct and its
indicators. To improve model fit, two measurement errors were correlated. Figure 16
below shows the revised model.
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Figure 16: Revised Measurement Model of State Socioeconomics

As shown in the above figure, the final measurement model for state
socioeconomics consists of four indicators, whose factor loadings range from .12 to .96.
Two measurement errors were correlated for indicators of education and urbanization.
Consistent with the results of confirmatory factor analysis, measurement errors for these
two indicators in the construct are positively correlated. After correlating two
measurement errors, factor loading increased slightly for an indicator of the state
population, but decreased for the rest of the indicators in the construct, with the largest
decrease in a factor loading for an indicator of education. While this indicator has the
lowest factor loading of .12, it was kept in the construct of state socioeconomics to
observe how this indicator behaves during the hypotheses testing. Factor loadings for the
other two indicators in the construct, income and urbanization, were identical (.50).
Goodness-of-fit statistics for both generic and final measurement models of state
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socioeconomics are documented in the following table, Table 12. As seen in the table,
proposed modifications helped to substantially improve the final model.
Table 12: Goodness of Fit Statistics for State Socioeconomics
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

12.540
2
.002
6.270
.890
.449
.030
.675

1.542
1
.214
1.542
.984
.841
.900
.960

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

.335

.107

Hoelter's Critical N (CN) @ .05

> 200

23
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Goodness-of-fit statistics for the revised measurement model of state
socioeconomics, including a chi-square of 1.542, a goodness-of-fit index value of 0.984,
an adjusted GFI value of .841, a Tucker Lewis Index value of .900, and a normed fit
index of 0.960, are within acceptable limits. Therefore, the final revised model is
confirmed as the measurement model for the latent construct of state socioeconomics.
Politics
The latent construct of state politics is the third exogenous variable in the study.
Four indicators are used to measure state politics: political culture, policy liberalism, lack
of interparty competition, and legislative professionalism.
Figure 17 below shows the results of testing the proposed measurement model of
state politics.
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Figure 17: Measurement Model of State Politics

Once again, factor loadings were examined to determine the strong and weak
correlations between the latent construct of state politics and its indicators. For this
measurement model, no measurement errors were correlated. Therefore, the proposed
measurement model of state politics was confirmed as the final model to be used in the
statistical analysis. The factor loadings for the proposed model range from .36 for an
indicator of the degree of interparty competition to .94 for an indicator of state policy
liberalism. Notably, of four indicators used in the construct of state politics, three
variables—political

culture,

lack

of

interparty

competition,

and

legislative

professionalism—have very similar factor loadings of .37, .36 and .38. All regression
coefficients are statistically significant at the P ≤ 0.05 level in the generic model. Table
13 documents goodness-of-fit statistics for the proposed measurement model of state
politics.

110

Table 13: Goodness of Fit Statistics for State Politics
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

3.218
2
0.2
1.609
.965
.827
.762
.849

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

.114

N/A

Hoelter's Critical N (CN) @ .05

> 200

88

N/A

Goodness-of-fit statistics for the generic measurement model of state politics,
including a chi-square of 3.218, a likelihood ratio of 1.609, a goodness-of-fit index value
of 0.965, an adjusted GFI value of 0.827, and a normed fit index of 0.849, are within
acceptable limits for a small sample analysis. It should be noted that the Tucker Lewis
index value of 0.762, the root mean square error of approximation of 0.114, and the
Hoelter’s critical N value of 88 are still not within generally accepted limits. Nonetheless,
the generic model provides an acceptable fit for the data and is confirmed as the
measurement model for the latent construct of state politics.
Structural Equation Modeling
After confirming measurement models of the three latent constructs, the
hypothesized structural equation models for each of the research questions were revised
to reflect the results of the confirmatory factor analysis. The revised structural equation
model of state policy adoption, finalized during the testing of Hypothesis IV, is then run
for each of five policy areas analyzed in the study.
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Hypothesis I
The first research question posited by the study is formulated as follows: Is there
a positive relationship between diversity and state innovation?
The results of testing the generic structural equation model for Hypothesis I are
presented in Figure 18 below.
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Figure 18: Generic Structural Equation Model: Hypothesis I

The SEM for Hypothesis I tests for relationships between the latent exogenous
construct of state diversity—composed of such indicators as the percentages of African
American and Asian populations, indices of state legislative ethnic minority and
legislative gender diversity, state white minority, and the state’s regional affiliation in
relation to the South—and state innovation, measured by Walker’s scale of state
innovativeness.
Figure 19 presents the revised SEM for Hypothesis I. Notice that two
measurement errors are correlated to improve the model fit. Measurement errors were
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correlated for the variables of the percentage of the state’s African American population
and the state’s white diversity. The results of correlation analysis presented in previous
section indicate that there is some correlation between these two variables. Therefore,
correlation of their measurement errors can be justified.
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Figure 19: Revised Structural Equation Model: Hypothesis I

Results of the SEM analysis for the generic and revised models are represented in
Table 14 below.
Table 14: Goodness of Fit Statistics for the Generic and Revised SEM: Hypothesis I
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

55.062
13
.000
4.236
0.759
0.481
0.479
0.637

46.775
12
.000
3.898
0.797
0.526
0.534
0.691

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

0.262

0.248

Hoelter's Critical N (CN) @ .05

> 200

20

22
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As indicated in the above table, goodness-of-fit statistics for the revised model,
including a chi-square of 46.775, a likelihood ratio of 3.898, and a goodness-of-fit index
value of 0.797, an adjusted GFI value of 0.526, a normed fit index of 0.691, a Tucker
Lewis index value of 0.534, the root mean square error of approximation of .248, and a
Hoelter’s critical N value of 22, show an improvement from the generic model, but are
still slightly below generally acceptable levels. Therefore, the revised model provides
only a moderate fit for the data.
Table 15 below presents parameter estimates for the generic and revised models
of Hypothesis I.
Table 15: Parameter Estimates for the Generic and Revised SEM: Hypothesis I
Generic Model
Revised Model
Indicators
U.R.W. S.R.W, S.E.
C.R.
P
U.R.W. S.R.W S.E.
C.R.
P
BLACK
<--- Diversity
1.000
.761
1.000
.808
INNOVATE
<--- Diversity
-.006
-.484
.002
-3.277
.001
-.005
-.479
.002 -3.236
.001
LEGWOMEN <--- Diversity
.005
.465
.001
3.145
.002
.004
.459
.001
3.089
.002
ASIAN
<--- Diversity
.073
.237
.046
1.569
.117
.059
.203
.044
1.327
.185
WHTDIVER <--- Diversity
.715
.471
.224
3.183
.001
.822
.575
.258
3.191
.001
REGION
<--- Diversity
.109
.949
.018
5.946
***
.094
.870
.016
6.029
***
LEGMINOR <--Diversity
.006
.393
.002
2.635
.008
.007
.483
.002
3.253
.001
d2
<-->
d5
-.126
-.601
.036
-3.515
***
-.127
-.632
.035 -3.631
***
d1
<-->
d3
-29.948
-.590 10.092 -2.968
.003
Note 1: *** = Correlation significant @ ≤ .05
Note 2: U.R.W.= Unstandardized Regression Weights; S.R.W. = Standardized Regression Weights; S.E. = Standard Error; C.R. =
Critical Ratio; P = Probability

Parameter estimates for the revised model presented in Table 15 indicate that,
consistent with the results of the confirmatory factor analysis, the percentage of the
state’s African American population and the state’s regional affiliation in relation to the
South are the strongest indicators of state diversity in the model, with factor loadings or
standardized regression coefficients of 0.808 and 0.870, respectively. Besides the state’s
African American population and the state’s Southerness, presence of white diversity in
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the state is also a strong predictor of state diversity, with the standard regression weight
of 0.575. Finally, as the confirmatory analysis suggested, the percentage of the state’s
Asian population is the weakest predictor of state diversity, with a factor loading of
0.203. The last two indicators characterizing state legislatures—indices of legislative
ethnic minority and legislative gender diversity—are also found to be good predictors of
state diversity. It is important to note, however, that the only correlation significant at the
P ≤ 0.05 level in the hypothesized latent construct of state diversity is observed between
an indicator of the region, measured in the state’s Southerness, and the latent construct of
state diversity.
To answer the first research question, state diversity is found to be positively
related to innovation. Diversity of the state, when measured by the six indicators
proposed in the study, is strongly correlated with state innovation (-0.479), as measured
by Walker’s scale of state innovativeness, and explains 23 percent of variation in state
innovation. Therefore, Hypothesis I is supported.
Hypothesis II
The second research question posited by the study is formulated as follows: Is
there a positive relationship between diversity, innovation, and state policy outcomes?
The results of testing the generic structural equation model for Hypothesis II are
presented in Figure 20 below. The SEM for Hypothesis II tests for relationships between
the latent exogenous construct of state diversity and endogenous variables of state
innovation, as measured by Walker’s scale of state innovativeness, and an overall index
of policy adoption calculated for five policy areas: criminal justice, health care,
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education, economic development, and the environment. The latent exogenous construct
of state diversity includes six indicators: percentages of African American and Asian
populations, indices of state legislative ethnic minority and legislative gender diversity,
the state’s white minority, and the state’s regional affiliation in relation to the South.
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Figure 20: Generic Structural Equation Model: Hypothesis II

To improve the model fit, the error terms for the variables of the percentage of
African American population in the state and the state’s white minority index were
correlated, which is similar to Hypothesis I testing.
Figure 21 below presents the revised SEM for Hypothesis II.
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Figure 21: Revised Structural Equation Model: Hypothesis II

Results of the SEM analysis for the generic and revised models are presented in
the following table.
Table 16: Goodness of Fit Statistics for the Generic and Revised SEM: Hypothesis II
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

61.975
18
.000
3.442
.771
.542
.484
.614

54.333
17
.000
3.196
.802
.581
.537
.662

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

.228

.216

Hoelter's Critical N (CN) @ .05

> 200

22

24

As indicated in Table 16, goodness-of-fit statistics for the revised model of
Hypothesis II, including a chi-square of 54.333, a likelihood ratio of 3.196, a goodness117

of-fit index value of 0.802, an adjusted GFI value of 0.581, a normed fit index of 0.662, a
Tucker Lewis index value of .537, the root mean square error of approximation of 0.216,
and a Hoelter’s critical N value of 24, show an improvement from the generic model.
Table 17 below presents parameter estimates for the generic and revised models
of Hypothesis II.
Table 17: Parameter Estimates for the Generic and Revised SEM: Hypothesis II

Indicators

Generic Model
U.R.W. S.R.W. S.E.
C.R.

INNOVATE

3.276

<---

Diversity

-.006

-.481

.002

P

U.R.W.

.001

-.005

Revised Model
S.R.W. S.E.
C.R.
-.483

.002

-3.255

P
.001

BLACK
<--- Diversity
1.000
.756
OVINDEX
<--- Diversity
.062
.166
.063
.974
.330
.032
.091
.061
.517
.605
OVINDEX
<--- INNOVATE
7.925
.251
5.187
1.528
.127
6.781
.215
5.256 1.290 .197
ASIAN
<--- Diversity
.071
.230
.046
1.536
.125
.060
.206
.044
1.347 .178
WHTDIVER
<--- Diversity
.711
.465
.225
3.166
.002
.821
.571
.258
3.181 .001
REGION
<--- Diversity
.112
.961
.019
5.977
***
.095
.875
.016
6.038
***
LEGWOMEN <--- Diversity
.005
.460
.001
3.127
.002
.004
.460
.001
3.096 .002
LEGMINOR
<--- Diversity
.006
.385
.002
2.600
.009
.007
.479
.002
3.219 .001
d2
<--> d5
-.125
-.593
.036
-3.483
***
-.127
-.631
.035 -3.631 ***
d1
<--> d3
-29.338
-.570 10.090 -2.908 .004
Note 1: *** = Correlation significant @ ≤ .05
Note 2: U.R.W.= Unstandardized Regression Weights; S.R.W. = Standardized Regression Weights; S.E. = Standard Error; C.R. =
Critical Ratio; P = Probability

Parameter estimates for the revised model presented in Table 17 indicate that the
results are generally consistent with the results of Hypothesis I testing and confirmatory
factor analysis performed to finalize measurement models used in the study. Once again,
the percentage of African American population and the state’s regional affiliation in
relation to the South are the strongest indicators of state diversity in the Hypothesis II
model, with standardized regression coefficients of 0.80 and 0.875, respectively.
Following in importance is the state’s white diversity index, with the standard regression
coefficient of 0.571. States legislative characteristics, such as indices of legislative ethnic
minority and legislative gender diversity, are good predictors of state diversity as the
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latter relates to the state’s innovation and policy adoption. The percentage of Asian
population is the weakest predictor of the state’s diversity in the Hypothesis II model
(standard regression weight of 0.206). It should be noted that, similar to Hypothesis I
testing, only the correlation between the region and the state’s diversity in the
hypothesized latent construct of state diversity is significant at the P ≤ 0.05 level.
To answer the second research question, the state’s diversity is found to be
positively related to innovation in terms of state policy outcomes. State diversity, when
measured by indicators proposed in the study, is strongly correlated with state innovation
(-0.483). The degree of diversity in the states also has a direct negative influence on
policy outcomes (0.091), as well as an indirect positive influence on policy outcomes
through the state’s innovativeness. Overall, the six indicators of diversity used in the
revised Hypothesis II model explain 23 percent of variation in state innovation. At the
same time, state innovation, as measured by Walker’s scale of state innovativeness, is
found to positively affect state policy adoption (0.215). Together, state diversity and state
innovation explain the 4 percent variation in state policy adoption. Therefore, it appears
that, while more diverse states prompt innovation, diversity can actually have a negative
effect on state policy outcomes. At the same time, state policy outcomes are positively
influenced by innovation. Hypothesis II is not supported.
Hypothesis III
The third research question posited by the study is formulated as follows: Is there
a positive relationship between diversity, innovation, and state policy outcomes when
controlling for socioeconomic variables?
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Figure 22 presents the results of testing the generic structural equation model for
Hypothesis III.
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Figure 22: Generic Structural Equation Model: Hypothesis III

The SEM for Hypothesis III tests for relationships between the latent exogenous
construct of state diversity, the latent exogenous construct of state socioeconomics, state
innovation, as measured by Walker’s scale of state innovativeness, and an overall index
of policy adoption—all while controlling for state socioeconomics. The overall index of
policy adoption is calculated for five policy areas: criminal justice, health care, education,
economic development, and the environment. The latent construct of state diversity is
measured by six indicators: percentages of African American and Asian populations,
indices of state legislative ethnic minority and legislative gender diversity, state white
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minority, and state regional affiliation in relation to the South; and the latent construct of
state socioeconomics is measured by four indicators: state population, income,
urbanization, and education. To improve the model fit, two error terms were correlated
for the indicators of the percentage of African American population and the state’s white
diversity index. In addition, the two indicators with the lowest standard regression
weights were eliminated. In the construct of diversity, an indicator of the percentage of
the state’s Asian population was eliminated, while in the construct of state
socioeconomics, an indicator of education, measured by the percentage of population
with a Bachelor’s degree in the state, was eliminated.
The revised SEM for Hypothesis III is presented in Figure 23.
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Figure 23: Revised Structural Equation Model: Hypothesis III
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Table 18 below presents the results of the SEM analysis for the generic and
revised models.
Table 18: Goodness of Fit Statistics for the Generic and Revised SEM: Hypothesis III
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

210.506
49
.000
4.296
.651
.444
.305
.445

129.295
31
.000
4.171
.722
.507
.376
.528

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

.265

.260

Hoelter's Critical N (CN) @ .05

> 200

15

17

As indicated in Table 18, goodness-of-fit statistics for the revised model,
including a chi-square of 129.295, a likelihood ratio of 4.171, a goodness-of-fit index
value of 0.722, an adjusted GFI value of 0.507, a normed fit index of 0.528, a Tucker
Lewis index value of 0.376, the root mean square error of approximation of 0.260, and a
Hoelter’s critical N value of 17, show substantial improvements over the generic model.
Therefore, the revised model provided a fairly moderate fit for the data. It is important to
note, however, that most of the following statistical parameters are still far below the
acceptable limits.
Parameter estimates for the generic and revised models of Hypothesis III are
presented in Table 19 below.
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Table 19: Parameter Estimates for the Generic and Revised SEM: Hypothesis III
Indicators

U.R.W.

INNOVATE
INNOVATE
POPULAT
BLACK
URBAN
INCOME
EDUC
LEGMINOR
WHTDIVER
REGION
OVINDEX
OVINDEX
OVINDEX
LEGWOMEN
ASIAN
d1
d7
d10

<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<-->
<-->
<-->

Socioeconomics
Diversity
Socioeconomics
Diversity
Socioeconomics
Socioeconomics
Socioeconomics
Diversity
Diversity
Diversity
INNOVATE
Diversity
Socioeconomics
Diversity
Diversity
d2
d5
d9

3.240
-.007
1.000
1.000
456.494
.703
59.665
.007
.781
.104
-19.878
-.187
151.292
.005
.068
23.944
-.128

Generic Model
S.R.W.
S.E.
C.R.
.620
-.592
.789
.756
.541
.658
.218
.473
.511
.898
-.670
-.499
.976
.470
.219
.414
-.637

Revised Model
S.R.W. S.E.
C.R.

P

U.R.W.
3.232
-.006
1.000
1.000
467.039
.655
.004
.007
.816
.090
-18.989
-.165
148.641
.004

.630
.726
-.542
.001
.804
.827
.563 125.939
.624
.158
.446
.001
.531
.002
.584
.253
.852
.015
-.637 10.653
-.478
.087
.972 55.452
.443
.001

4.450
-4.539

***
***

3.708
4.146
3.044
3.657
3.220
6.108
-1.782
-1.890
2.681
3.008

***
***
.002
***
.001
***
.075
.059
.007
.003

-31.822

-.661

-3.185

.001

.730
.002

4.439
-4.718

***
***

130.223
.163
43.395
.002
.231
.018
12.401
.115
61.374
.002
.048
9.583
.035

3.505
4.317
1.375
3.109
3.381
5.900
-1.603
-1.629
2.465
3.097
1.413
2.498
-3.647

***
***
.169
.002
***
***
.109
.103
.014
.002
.158
.012
***

9.993

P

Note 1: *** = Correlation significant @ ≤ .05
Note 2: U.R.W.= Unstandardized Regression Weights; S.R.W. = Standardized Regression Weights; S.E. = Standard Error; C.R. =
Critical Ratio; P = Probability

Parameter estimates for the revised Hypothesis III model presented in Table 19
indicate that, when controlling for socioeconomic variables, the percentage of African
American population and the state’s regional affiliation in relation to the South are still
the strongest indicators of state diversity in the model, with standardized regression
coefficients of 0.827 and 0.852, respectively. Next, in the order of importance in terms of
their contribution to the state’s diversity in the Hypothesis III model, are the following
indicators: the state’s white diversity (0.584), the state’s legislative ethnic minority
(0.531), and the state’s legislative gender diversity (0.443). In the latent construct of state
socioeconomics, state population is the strongest indicator, with the standardized
regression weight of 0.804, followed by an indicator of income, measured by the Gini
index of income inequality (0.624), and an indicator of state urbanization (0.563).
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Importantly, most of the relationships in the revised Hypothesis III model are significant
at the P ≤ 0.05 level.
To answer the third research question, state diversity is found to be positively
related to innovation in terms of state policy outcomes when controlling for state
socioeconomics. In interpreting the results of the analysis, it is important to remember
that a latent exogenous construct of state diversity is defined negatively, as specified in
the methodology section of this study. Therefore, negative correlations between this
construct and endogenous variables result in an overall positive effect. In particular, in
Hypothesis III the state’s diversity is found to have a direct positive influence on state
innovation and state policy outcomes when controlling for state socioeconomic variables.
However, the state’s diversity also has an indirect negative influence on state policy
outcomes through innovation. The state’s diversity, when measured by indicators
proposed in the study, is strongly correlated with state innovation (-0.542). The state’s
diversity is found to be strongly correlated with state policy adoption (-0.478) as well. A
negative relationship also exists between state innovation and state policy adoption (0.637). Overall, the five indicators of diversity used in the revised Hypothesis III model
(the percentage of African American population, the state’s Southerness, indices of state
white minority, legislative ethnic minority, and legislative gender diversity), along with
the three indicators of state socioeconomics (the state population, income, and
urbanization), explain 69 percent of the variation in state innovation and 47 percent of the
variation in state policy adoption.
The inclusion of socioeconomic variables in the model changed the directionality
of relationships between diversity, innovation, and state policy adoption. When
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controlling for socioeconomic variables, the state’s diversity has a direct positive
influence on state innovation and state policy adoption. Therefore, Hypothesis III, which
states that there is a positive relationship between diversity, innovation, and state policy
adoption, is supported.
Furthermore, strong relationships are found between the socioeconomic
characteristics of the states and state innovation. As an example, state socioeconomics are
found to be positively influencing both state innovation and state policy adoption, with
standardized regression coefficients of 0.630 and 0.972, respectively.
Hypothesis IV
The fourth research question posited by the study is formulated as follows: Is
there a positive relationship between diversity, innovation, and state policy outcomes
when controlling for socioeconomic and political variables? The Structural Equation
Model (SEM) for Hypothesis IV was presented in the methodology section of the study
and has been revised based on the result of confirmatory factor analysis.
Figure 24 shows the results of testing the generic structural equation model for
Hypothesis IV.
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Figure 24: Generic Structural Equation Model: Hypothesis IV

The SEM for Hypothesis IV tests for relationships between the latent exogenous
construct of state diversity, state innovation as measured by Walker’s scale of state
innovativeness, and an overall index of policy adoption—all while controlling for state
socioeconomics and state politics. The overall index of policy adoption is calculated for
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five policy areas: criminal justice, health care, education, economic development, and the
environment. To improve the model fit, several error terms were correlated, and two
indicators with the weakest factor loadings were eliminated from the model. An indicator
of education was eliminated from the latent exogenous construct of state socioeconomics,
and an indicator of the percentage of the state’s Asian population was eliminated from the
latent exogenous of state diversity. Notably, similar eliminations were done when testing
the Hypothesis III model. In addition, error terms for the following pairs of indicators
were correlated: urbanization and the state’s regional affiliation in relation to the South,
income and state political culture, and state policy liberalism and legislative gender
diversity. The results of correlation analysis performed in the previous section indicate
that variables of income and political culture, as well as the state’s policy liberalism and
legislative gender diversity are correlated at the P ≤ 0.01 level (.622 and .500,
respectively). Therefore, it is reasonable to correlate these measurement errors to improve
an overall model fit.
The revised SEM for Hypothesis IV is presented in Figure 25.
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Figure 25: Revised Structural Equation Model: Hypothesis IV

Table 20 below presents the results of the SEM analysis for the generic and
revised models.
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Table 20: Goodness of Fit Statistics for the Generic and Revised SEM: Hypothesis IV
Index

Criterion

Generic Model

Revised Model

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodness of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

383.668
97
.000
3.955
.555
.377
.231
.340

254.486
69
.000
3.688
.650
.468
.353
.458

Root Mean Square Error of
Approximation (RMSEA)

<= 0.05

.251

.239

Hoelter's Critical N (CN) @ .05

> 200

15

17

As indicated in Table 20, goodness-of-fit statistics for the revised Hypothesis IV
model, including a chi-square of 254.486, a likelihood ratio of 3.688, a goodness-of-fit
index value of 0.650, an adjusted GFI value of 0.468, a normed fit index of 0.458, a
Tucker Lewis index value of 0.353, the root mean square error of approximation of
0.239, and a Hoelter’s critical N value of 17, show substantial improvements from the
generic model. However, the revised model provides only a moderate fit for the data, as
most of the goodness-of-fit statistics for the revised model were below generally accepted
levels.
Parameter estimates for the generic and revised models of Hypothesis IV are
presented in Table 21 below. Parameter estimates for the revised model indicate that,
when controlling for socioeconomic and political variables, the percentage of African
American population in the state and the state’s regional affiliation in relation to the
South are still the strongest indicators of state diversity in the model, with standardized
regression coefficients of 0.905 and 0.807, respectively. This finding is consistent with
the results of testing Hypotheses I through III. The state’s legislative ethnic minority
indicator, composed of Asian, African American and Hispanic legislators, is still a strong
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predictor of state diversity, with the standardized regression weight of 0.574, while
importance of indicators of state white diversity and state legislative gender minority
decreases with the introduction of the construct of state politics (to 0.295 and 0.302,
respectively).
Table 21: Parameter Estimates for the Generic and Revised SEM: Hypothesis IV
Indicators

Generic Model
U.R.W. S.R.W. S.E.
C.R.

P

Revised Model 4
U.R.W. S.R.W. S.E.
C.R.

P

1.982
.469
.578
3.429
***
1.305
.319
.520
2.510
.012
INNOVATE
<--Socioeconomics
-.144
-.578
.069
-2.088 .037
-.179
-.848
.047
-3.796
***
INNOVATE
<--Politics
-.004
-.376
.001
-3.215 .001
-.001
-.153
.001
-1.480 .139
INNOVATE
<--Diversity
1.000
.823
1.000
.868
POPULAT
<--Socioeconomics
.641
.626
.165
3.873
***
.356
.391
.115
3.104
.002
INCOME
<--Socioeconomics
.061
.203
.046
1.323 .186
ASIAN
<--Diversity
-24.432 -.716
14.464
-1.689 .091
-30.452 -.891 30.521 -.998
.318
OVINDEX
<--INNOVATE
46.039
2.599 .009
115.150 .823 53.127 2.167
.030
OVINDEX
<--Socioeconomics 119.676 .830
31.209
.698
14.717
2.121 .034
21.187
.592
6.312
3.356
***
POLLIB
<--Politics
1.000
.374
1.000
.438
POLCUL
<--Politics
.113
.436
.063
1.803 .071
.070
.326
.036
1.959
.050
INTCOMP
<--Politics
25.299
.545
12.765
1.982 .047
21.181
.549
6.965
3.041
.002
LEGPROF
<--Politics
-5.198 -.613
3.732
-1.393 .164
-5.739
-.797 6.521
-.880
.379
OVINDEX
<--Politics
-.089
-.253
.078
-1.143 .253
-.067
-.216
.065
-1.033 .302
OVINDEX
<--Diversity
401.495 .534 120.270 3.338
***
URBAN
<--Socioeconomics 450.153 .556 130.316 3.454 ***
39.099
.149
42.770
.914
.361
EDUC
<--Socioeconomics
.004
.458
.001
3.076 .002
.002
.302
.001
2.149
.032
LEGWOMEN
<--Diversity
.006
.447
.002
2.988 .003
.007
.574
.002
4.025
***
LEGMINOR
<--Diversity
1.000
.782
1.000
.905
BLACK
<--Diversity
.104
.924
.017
6.033
***
.077
.807
.013
5.849
***
REGION
<--Diversity
.689
.466
.220
3.134 .002
.376
.295
.193
1.946
.052
WHTDIVER
<--Diversity
26.420
.456
9.829
2.688 .007
d1
<-->
d2
-.125
-.610
.035
-3.541 ***
d7
<-->
d6
.009
.763
.002
4.036
***
d3
<-->
d11
-3.139
-.531 1.116 -2.814 .005
d1
<-->
d8
.307
.429
.118
2.598
.009
d5
<-->
d12
Note 1: *** = Correlation significant @ ≤ .05
Note 2: U.R.W.= Unstandardized Regression Weights; S.R.W. = Standardized Regression Weights; S.E. = Standard Error; C.R. =
Critical Ratio; P = Probability

To answer the fourth research question, the state’s diversity is found to be related
to innovation in terms of state policy outcomes (-0.153) when controlling for state
socioeconomics and state politics. It is also found to be correlated with state policy
adoption (-0.216) as well. There is also an indirect negative effect between state diversity
and state policy adoption through innovation. Overall, five indicators of diversity used in
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the revised Hypothesis IV model along with three indicators of state socioeconomics and
four indicators of state politics explain 84 percent of variation in state innovation and 42
percent of variation in state policy adoption. State diversity includes indicators of the
percentage of African American population, legislative ethnic minority and legislative
gender diversity indices, state white diversity, and the state’s Southerness; state
socioeconomics include indicators of the state population, income, and urbanization; and
state politics include indicators of political culture, policy liberalism, the degree of
interparty competition, and legislative professionalism.
Inclusion of political variables in the model significantly affected the construct of
state diversity and decreased its overall effect on state innovation and state policy
adoption. It should be noted that in the revised Hypothesis IV model, the only statistically
significant factor loadings at the P ≤ 0.05 level were observed for the state regional
location and state legislative ethnic minority in the construct of state diversity, for
urbanization in the construct of state socioeconomics, and for policy liberalism in the
construct of politics.
The latent construct of state socioeconomics is also affected by inclusion of
political variables in the model. If in Hypothesis III an overall influence of state
socioeconomics on state innovation and state policy adoption was 0.630 and 0.972,
respectively, the presence of state political characteristics in Hypothesis IV model
resulted in a decreased influence of state socioeconomics on state innovation and policy
adoption, which dropped to 0.319 and 0.823, respectively. Therefore, the largest decrease
occurred in the influence of state socioeconomics on state innovation. Similarly, factor
loadings for indicators included in the latent construct of socioeconomics changed in the
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Hypothesis IV model. The standardized regression weight for the indicator of income
measured by the Gini index of income inequality decreased to 0.391, while the
standardized regression weight for the variable of state population increased to 0.868.
Therefore, the presence of political variables escalates an overall importance of the state
population, which could be explained by the effect of the state population on the size of
state legislatures.
Finally, the state politics were found to have a strong negative influence on state
innovation and state policy adoption, with standardized regression coefficients of -0.848
and -0.797, respectively. Among the indicators included in the construct of state politics,
state policy liberalism (0.592) and state legislative professionalism (0.549) were found to
be the strongest in defining the construct. The weakest indicator of state politics in the
model was the degree of interparty competition (0.326). These findings are generally
consistent with the results of the confirmatory factor analysis.
Overall, a comparison of state socioeconomic, diversity and political
characteristics and their influence on state innovation and state policy adoption tested in
the Hypothesis IV model demonstrates that state innovation is influenced the most by the
state’s political characteristics, while state policy adoption is highly influenced by the
state’s socioeconomics. The influence of the state’s diversity on endogenous variables of
state innovation and state policy adoption is positive but comparatively low.
To summarize, when controlling for state socioeconomics and state politics, state
diversity positively impacts state innovation and state policy adoption. Hypothesis IV is
supported. A negative relationship between innovation and state policy adoption becomes
stronger with the introduction of political variables (-0.891). At the same time, the
132

introduction of indicators of state politics into the model skews the results of the analysis,
as it undermines the overall influence of state diversity and state socioeconomics on state
innovation and state policy outcomes.
Hypothesis V
The last research question posited by the study is formulated as follows: Does
relative importance of socioeconomic, political, and diversity variables on state outcomes
differ among policy areas? The Structural Equation Model (SEM) for Hypothesis V is
presented by the revised Hypothesis IV model, which is now tested in five policy areas:
education, criminal justice, health care, economic development, and the environment. To
test for differences in policy adoption among five policy areas in Hypothesis V, an
overall index of policy adoption is replaced by an index of policy adoption in each of the
tested policy areas.
Table 22 below and Appendix C present the results of the SEM analysis among
the five policy areas.
Table 22: Goodness of Fit Statistics: Hypothesis V
Index

Criterion

Chi-square (x2)
Degree of Freedom (df)
Probability
Likelihood Ratio (x2/df)
Goodnees of Fit Index (GFI)
Adjusted GFI (AGFI)
Tucker Lewis Index (TLI)
Normed Fit Index (NFI)

low
>= 0.0
>= 0.05
< 4.0
> 0.95
> 0.90
> 0.90
> 0.90

Revised
Model
254.486
69
.000
3.688
.650
.468
.353
.458

<= 0.05
> 200

Root Mean Square Error of
Approximation (RMSEA)
Hoelter's Critical N (CN) @
.05

260.403
69
.000
3.774
0.638
0.449
0.350
0.457

Criminal
Justice
246.542
69
.000
3.573
0.654
0.474
0.353
0.455

Economic
Development
248.132
69
.000
3.596
0.656
0.476
0.342
0.449

.239

0.243

0.234

0.235

17

17

18

17

Education
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It should be noted that the finalized model did not work for two of the five policy
areas being analyzed, health care and environment, due to the overwhelming importance
of certain indicators on the results of the analysis. The political characteristics of the
states are predominantly affecting policy adoption in the fields of environment and health
care. In addition, in the field of health care, one indicator of state socioeconomics—the
state’s population—is much stronger than the other two indicators included in the
construct. In the policy areas of education, criminal justice, and economic development,
the finalized structural equation model provides a moderate fit. Parameter estimates for
the finalized model of state policy adoption tested in three policy fields are presented in
Table 23 below.
In the field of education, state diversity has minimal effect on state innovation and
almost no effect on state policy outcomes (-0.167 and 0.005, respectively), while state
political characteristics have a negative effect on state innovation (-0.781) and a strong
positive effect on outcomes of policy adoption in the education field. Finally, state
socioeconomics have a significant positive effect on state innovation and state policy
adoption (0.460 and 0.441, respectively). Of five indicators included in the construct of
diversity, the percentage of African American population and the state’s regional
affiliation are the most important predictors of the diversity construct (standardized
regression weights of 0.841 and 0.863, respectively). Taken together, state diversity,
socioeconomics, and politics explain 85 percent of the variation in state innovation and
75 percent of the variation in state policy adoption in the field of education. In addition,
innovation also has a strong influence on policy adoption in this field (0.496).
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Table 23: Parameter Estimates for the Finalized SEM: Hypothesis V
Education
U.R.W. S.R.W. S.E.

Indicators
INNOVATE
INNOVATE
INNOVATE
POPULAT
POLEDUC/CJ
POLEDUC/CJ
POLLIB
POLCUL
INTCOMP
LEGPROF
POLEDUC/CJ
POLEDUC/CJ
URBAN
LEGWOMEN
LEGMINOR
WHTDIVER
INCOME
REGION
BLACK

d3
d1
d5

Indicators

<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<-->
<-->
<-->

Socioeconomics
Politics
Diversity
Socioeconomics
INNOVATE
Socioeconomics
Politics
Politics
Politics
Politics
Politics
Diversity
Socioeconomics
Diversity
Diversity
Diversity
Socioeconomics
Diversity
Diversity
d11
d8
d12

2.223
-.142
-.002
1.000
6.320
27.181
20.131
1.000
.027
13.899
2.070
.001
581.883
.003
.007
.490
.363
.087
1.000
.010
-2.501
.343

U.R.W.

.460
-.781
-.167
.729
.496
.441
.635
.500
.146
.416
.896
.005
.664
.341
.535
.357
.329
.863
.841
.791
-.576
.496

C.R.

P

3.269
-4.372
-1.638

.001
***
.101

10.054 .629
25.221 1.078
4.794 4.199

.530
.281
***

.029
5.257
1.743
.023
140.828
.001
.002
.207
.131
.015

.944
2.644
1.188
.027
4.132
2.477
3.689
2.365
2.777
5.640

.345
.008
.235
.979
***
.013
***
.018
.005
***

.002
.967
.116

4.166
-2.587
2.942

***
.010
.003

.680
.032
.001

Economic Development
S.R.W.
S.E.
C.R.

Criminal Justice
U.R.W. S.R.W. S.E.
C.R.
1.940
-.157
-.002
1.000
-3.818
22.799
22.099
1.000
.063
19.279
.136
-.012
482.526
.003
.007
.459
.418
.085
1.000
.010
-2.710
.307

P

INNOVATE
<--- Socioeconomics
1.326
.327
.575
2.305
.021
INNOVATE
<--- Politics
-.177
-.839
.046
-3.823
***
INNOVATE
<--- Diversity
-.002
-.170
.001
-1.635
.102
POPULAT
<--- Socioeconomics
1.000
.872
POLECDEV
<--- INNOVATE
-7.783
-.590
11.078
-.703
.482
POLECDEV
<--- Socioeconomics
5.239
.098
17.468
.300
.764
POLLIB
<--- Politics
21.098
.584
6.330
3.333
***
POLCUL
<--- Politics
1.000
.436
INTCOMP
<--- Politics
.066
.305
.036
1.844
.065
LEGPROF
<--- Politics
21.521
.556
7.015
3.068
.002
POLECDEV
<--- Politics
-1.864
-.672
2.360
-.790
.430
POLECDEV
<--- Diversity
.001
.008
.027
.034
.973
URBAN
<--- Socioeconomics
372.406
.501
142.393
2.615
.009
LEGWOMEN <--- Diversity
.003
.306
.001
2.185
.029
LEGMINOR
<--- Diversity
.007
.560
.002
3.896
***
WHTDIVER
<--- Diversity
.412
.316
.198
2.080
.037
INCOME
<--- Socioeconomics
.376
.413
.139
2.703
.007
REGION
<--- Diversity
.081
.830
.014
5.820
***
BLACK
<--- Diversity
1.000
.884
d3
<--> d11
.010
.778
.002
4.076
***
d1
<--> d8
-2.970
-.523
1.106
-2.686
.007
d5
<--> d12
.322
.445
.120
2.683
.007
Note 1: *** = Correlation significant @ ≤ .05
Note 2: U.R.W.= Unstandardized Regression Weights; S.R.W. = Standardized Regression Weights;
S.E. = Standard Error; C.R. = Critical Ratio; P = Probability
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.428
.659 2.944
-.775 .040 -3.911
-.198 .001 -1.906
.774
-.346 6.250 -.611
.456 16.368 1.393
.632 6.419 3.443
.452
.300
.035 1.781
.514 6.781 2.843
.061 1.180 .116
-.116 .020 -.614
.581 149.532 3.227
.321
.001 2.281
.547
.002 3.792
.342
.203 2.263
.405
.137 3.040
.851
.015 5.788
.860
.780
.002 4.041
-.545 1.046 -2.591
.447
.117 2.624

P
.003
***
.057
.541
.164
***
.075
.004
.908
.539
.001
.023
***
.024
.002
***
***
.010
.009

By comparison, state socioeconomic indicators prove to be of the highest
importance in determining outcomes of policy adoption in the field of criminal justice
(0.456). They are followed by the state diversity indicators (-0.116). At the same time,
state political indicators have almost no effect on policy adoption in this field (0.061) but
have the highest negative influence on state innovation (-0.775). Similarly to the policy
field of education, the percentage of African American population and the state’s
Southerness are the strongest predictors of state diversity. In addition, the effect of state
innovation on policy outcomes in the field of criminal justice is lower than in the field of
education, and it is a negative effect (-0.346). Together, state diversity, socioeconomic,
and political indicators explain 82 percent of the variation in state innovation and 23
percent of the variation in state policy adoption in the field of criminal justice.
Finally, in the policy field of economic development, state political indicators
have a strong negative effect on state innovation and state policy outcomes (-0.839 and 0.672, respectively), while the effects of state socioeconomics and state diversity on
policy outcomes are rather limited (0.098 and 0.008). Once again, indicators of the state’s
African American population and the state’s regional affiliation are the strongest
predictors of state diversity. Together, state diversity, socioeconomics, and politics
explain 84 percent of the variation in state innovation and 11 percent of the variation in
policy outcomes in the field of economic development. State innovation is also found to
have a strong negative effect on policy outcomes (-0.590).
To summarize, the relative importance of the state’s socioeconomics, politics and
diversity on policy outcomes differs among policy areas, with political indicators being
the most important predictors of state policy adoption in the fields of education and
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economic development, and state socioeconomic indicators being the most important
predictors of state policy adoption in the field of criminal justice. The relative importance
of state diversity variables on results of policy adoption in these three policy fields is
rather low. Hypothesis V is, therefore, supported. Results of testing the finalized SEM
model in policy areas of education, criminal justice and economic development can be
found in Appendix D.
Hypotheses Testing
The study proposed five research questions with corresponding hypotheses. Three
measurement models were used to test the proposed hypotheses. These measurement
models included a latent construct of state socioeconomics, composed of four variables; a
latent construct of state diversity, composed of six variables; and a latent construct of
state politics, composed of four variables.
The results of the confirmatory factor analysis demonstrated that indicators
included in the measurement models were good predictors of the constructs of diversity,
socioeconomics, and politics. Inclusion of those indicators was supported by previous
research in the field, as summarized in the Literature Review section of the study.
Furthermore, all of the indicators included in the proposed latent constructs were kept in
the measurement models after correlating some measurement errors. The decision was
made to keep indicators with low to moderate factor loadings to observe how they behave
in the Structural Equation Models (SEM) during the hypotheses testing. The later
analysis resulted in exclusion of two indicators from the revised models. As such, a
variable of education (EDUC) was excluded from the construct of state socioeconomics,
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and a variable of state Asian population (ASIAN) was excluded from the construct of
state diversity.
At the same time, some indicators proved to be stronger predictors of the
constructs in comparison to others. For instance, in the revised measurement model of
state diversity, variables of the percentage of the state’s African American population
(BLACK) and the state’s regional affiliation in relation to the South (REGION) both had
strong factor loadings, which stayed constant throughout the hypothesis testing. The same
was true for a variable of population (POPULAT) in the construct of state
socioeconomics and for a variable of policy liberalism (POLLIB) in the construct of state
politics. Both of these variables remained strong predictors of their associated constructs
throughout the analysis stages. Generally speaking, all indicators of the three constructs
included in the study had moderate-to-good factor loadings and were good predictors of
the constructs.
Three measurement models were revised as a result of confirmatory factor
analysis and used to test five hypotheses proposed by the study. The first four hypotheses
tested for relationships between the proposed latent construct of state diversity and state
innovation (Hypothesis I); between the proposed latent construct of state diversity, state
innovation, and state policy outcomes (Hypothesis II); between the proposed latent
constructs of state diversity and socioeconomics, and state innovation and policy
outcomes (Hypothesis III); and between the proposed latent constructs of state diversity,
socioeconomics, and politics, and state innovation and policy outcomes (Hypothesis IV).
The fifth hypothesis tested for model differences among five policy areas: criminal
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justice, health care, education, the environment, and economic development. Results of
the hypotheses testing can be summarized as follows:
Hypothesis I was supported;
Hypothesis II was not supported;
Hypothesis III was supported;
Hypothesis IV was supported;
Hypothesis V was supported.
The following section provides more details on the results of hypotheses testing.
It should be noted that, consistent with data transformation and assumptions made in the
methodology section of this study, the latent construct of state diversity is defined
negatively. Therefore, any negative correlations between the latent exogenous construct
of state diversity and endogenous variables of state innovation and state policy adoption
result in an overall positive effect produced by a double negative. Such description of the
analysis results is consistent throughout this study.
Based on the results of the analysis, Hypothesis I was supported, as there was an
overall positive relationship between a latent construct of state diversity and state
innovation as measured by Walker’s scale of innovativeness (-0.479), which essentially
means that a presence of diversity is positive related to state innovation. When no other
factors are considered, predictors of state diversity explain 23 percent of the variation in
state innovation. The state’s Southerness was, by far, the most important predictor of
state diversity, and it was closely followed by an indicator of the percentage of the state’s
African American population.
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Hypothesis II was only partially supported, with a strong overall positive
relationship between state diversity and state innovation (-0.483) and a weak negative
relationship between state diversity and state policy adoption (0.091). Therefore,
increased diversity in the states positively influences innovation while having a negative
effect on policy adoption. There is, however, an indirect positive influence of state
diversity on state policy adoption through innovation (0.215). The weak negative direct
relationship between state diversity and state policy adoption could possibly be explained
by the fact that increased state diversity might be associated with a larger number of
interests on state policy arena, which itself can lead to less focus on particular issues and
resolving them and more focus on getting policy items on the policy agenda. Predictors
of state diversity explained 23 percent of the variation in state innovation. In addition,
taken together, state diversity and state innovation explained 4 percent of the variation in
state policy adoption. The state’s regional location and the percentage of state African
American population were still the strongest predictors of state diversity. The positive
correlation between state innovation and state policy adoption was moderate (0.215).
Hypothesis III introduced socioeconomic factors into the analysis of state
innovation and state policy adoption. Hypothesis III was supported as state diversity was
found to have an overall positive influence on both state innovation (-0.542) and state
policy adoption (-0.637). Therefore, increased diversity in the states is positively
associated with increased levels of state innovation and policy adoption. At the same
time, the introduction of socioeconomic variables increased the effect of diversity
variables on state policy adoption. In addition, with regression coefficients of 0.630 and
0.972, respectively, state socioeconomics had a strong positive influence on state
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innovation and state policy adoption. Comparison of state socioeconomic and diversity
variables and their relative influence in the hypothesized model suggests that
socioeconomic variables have a slightly higher influence on innovation and a much
higher influence on state policy adoption than state diversity variables. Together, state
diversity and state socioeconomics explain 69 percent of the variation in state innovation
and 47 percent of the variation in state policy adoption, while the correlation between
state innovation and state policy adoption increased to -0.637 but became negative.
Hypothesis IV introduced political factors into the analysis of state innovation and
state policy adoption. Hypothesis IV was supported, but at the same time, the effect of
political variables on state innovation and state policy adoption resulted in a decreased
influence of diversity and socioeconomic variables on endogenous variables of state
innovation and state policy adoption. However, state diversity was still positively
associated with state innovation and state policy adoption, which essentially means that
increased diversity in the states has a positive influence on innovation and policy
outcomes. With the introduction of political variables, the importance of the relationship
between diversity variables and state innovation lessened to -0.153, while the impact of
state socioeconomics on policy adoption decreased to -0.216.
Introduction of state political characteristics in the analysis also resulted in a sharp
decrease in the influence of state socioeconomics on state innovation (0.319), and in a
slight decrease in the influence of socioeconomic characteristics on state policy adoption
(0.823). Overall, political variables proved to be of the most importance in influencing
state innovation and policy adoption (-0.848 and -0.797, respectively), but their influence
was found to be negative. Therefore, presence of political variables is associated with
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decreased innovation and policy adoption in the American states. All three constructs
explained 84 percent of the variation in state innovation and 42 percent of the variation in
state policy adoption. The overall final model is not a good fit for the data, which is most
likely explained by the limited population size used in this analysis.
Hypothesis V tested the final model in five policy areas to compare the relative
importance of diversity variables on policy adoption in different fields. The model is not
a good fit for the data on health care and environment. In the field of environment, the
limited number of policies adopted by 48 states used in the analysis could be the reason
for a model failure, while in the field of health care, different indicators used to define
constructs of socioeconomics, diversity and politics could possibly provide for a suitable
model fit.
In the policy field of education, the impact of diversity on state innovation and
state policy adoption was -0.167 and 0.005, respectively. Political variables were the
most important in explaining state innovation and state policy adoption in this field.
Socioeconomic variables had a moderately strong influence on policy adoption and
innovation in the field of education. Overall, all three constructs explained 85 percent of
the variation in state innovation and 75 percent of the variation in adoption of educationrelated policies with state innovation being positively associated with the policy adoption
in the field (0.496).
Diversity variables were of higher importance in explaining state innovation and
policy adoption in the field of criminal justice (-0.198 and -0.116, respectively). The
states’ political characteristics significantly affected innovation (-0.775) in this field but
had a very limited influence on the policy adoption (0.061), while the socioeconomic
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characteristics of the states were found to have a moderately strong influence on both
state innovation (0.428) and policy adoption (0.456) in the field of criminal justice.
Overall, all three constructs explained 82 percent of the variation in state innovation and
23 percent of the variation in adoption of criminal justice–related policies with innovation
having a negative influence on policy outcomes (-0.346).
In the economic development policy field, the correlations between diversity
variables and state innovation and policy adoption were moderate to very low (-0.170 and
0.008, respectively). Each state’s political characteristics still played the greatest role in
innovation (-0.839) and policy adoption (-0.672), with the importance of socioeconomic
variables being just moderate. Socioeconomic variables still were found to be positively
associated with state innovation (0.327) and policy outcomes in the field of economic
development (0.098). The latter is surprising as economic development policies are
generally considered to be rooted in a state’s socioeconomic conditions. Overall, all three
constructs explained 84 percent of the variation in state innovation and 11 percent of the
variation in adoption of economic development policies with innovation having a strong
negative influence on policy outcomes.
To summarize the results of testing the final model in three out of five policy
fields selected for this analysis, Hypothesis V was supported. However, the final model
does not provide a very good fit for the data, mostly due to population and sample size
limitations. Throughout the hypotheses testing, the following indicators used in the
exogenous constructs proved to be the strongest: an indicator of state population in the
construct of state socioeconomics, indicators of regional location (state’s Southerness)
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and the percentage of African American population in the construct of state diversity, and
an indicator of policy liberalism in the construct of state politics.
The results of the confirmatory factor analysis suggest that the construct of state
politics was well defined by its indicators. Among indicators of the proposed construct of
state socioeconomics, only an indicator of education was not a strong predictor of the
construct. The analysis also showed that the construct of diversity was well defined and
predicted by its indicators, with the only weak indicator being that of the percentage of
Asian population. Previous research on state policy adoption suggested that some
characteristics of state diversity could also be included in the construct of state politics, as
they describe characteristics of state legislatures. Finally, the theory of descriptive
representation suggests that ethnic groups in fact can influence policy outcomes in the
states, which provides a theoretical support for inclusion of the percentages of state
African American and Asian populations in the analysis.
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CHAPTER FIVE: DISCUSSION, IMPLICATIONS, LIMITATIONS
AND CONCLUSION
Summary of the Findings
The aim of this study was to develop and test a new determinants model of state
policy adoption, based on a review of existing literature on the topic of determinants of
state policy adoption and innovativeness among the states. A new theoretical model was
developed based on findings in the literature. The proposed new model includes the
variable of diversity, as well as socioeconomic and political variables used in previous
analyses of innovation and state policy adoption. To test this model, the study employed
the analytical technique of Structural Equation Modeling (SEM), which allows
researchers to look for relationships between different components of the model. A
number of improvements to the new model and measurement instruments used in the
model were proposed to allow for the best possible fit. Finally, to account for possible
variations, the revised model was tested in five policy fields.
The SEM analysis showed that state diversity characteristics positively affect state
innovation and state policy outcomes. The introduction of socioeconomic variables helps
to increase the overall importance of diversity variables on state innovation and policy
outcomes. Diversity variables, however, have much less of an impact when political
variables are introduced into the model, at which point political variables become the
primary influence on both state innovation and state policy adoption. At the same time,
the influence of socioeconomic variables on state innovation decreases significantly,
while these variables still have a strong influence on state policy outcomes. Finally, the
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impact of state characteristics on state policy outcomes and state innovation varies among
policy areas. Three major themes are noticed here: the overwhelming importance of state
political characteristics to state innovation, the relatively moderate importance of state
socioeconomic characteristics to state policy outcomes and state innovation, and the low
importance of state diversity variables to state policy outcomes.
Study Implications
This section looks at how well the study met the stated goals of developing and
testing a new determinants model of state policy adoption.
First, the study provides an assessment of the differential importance of
socioeconomic and political variables on state innovation and state policy adoption. The
final revised model shows that the state’s political characteristics (within the latent
construct of state politics) are prevalent over the state’s socioeconomic characteristics
(within the latent construct of state socioeconomics).
Second, this study helps answer the question of whether diversity should be
separated from socioeconomics as one of the predictors of state innovation and state
policy adoption. The results of testing Hypotheses I and II indicate that, taken by itself,
diversity positively affects state innovation but has a negative effect on state policy
outcomes. The introduction of state socioeconomic characteristics in Hypothesis III
increases the overall importance of state diversity characteristics. At the same time, the
introduction of state political characteristics in Hypothesis IV is very effective in
reducing the overall importance of state diversity. The presence of characteristics of state
legislatures in the construct of state diversity suggests that either two latent constructs—
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state diversity and state politics—should be combined in future analysis or a slightly
different measurement instrument should be developed to measure state diversity.
Third, the study helps to categorize relationships among diversity, innovation, and
policy adoption within a state. The testing of Hypotheses I, II and III shows strong
positive relationships between state diversity and state innovation, but only moderate
relationships between them when political characteristics are present (Hypothesis IV). In
addition, testing of Hypotheses II, III and IV indicates that there is a strong relationship
between state innovation and state policy adoption, which increases when additional state
characteristics are introduced. The testing of Hypothesis V also confirms this finding.
Finally, this study assesses how the relative importance of state internal
characteristics differs between policy fields. The final model was tested in five policy
areas: education, health care, criminal justice, the environment, and economic
development. The model does not fit the data in the policy fields of health care and the
environment. In the field of the environment this could be explained by a relatively
limited number of policies adopted by 48 states used in the analysis. In the health care
field, the number of policies adopted by different states was sufficient. However, it is
possible that measurement models have to be revised to include different indicators and
to address specifics of this particular policy area. For the other three policy fields, state
diversity characteristics are of little importance. State political characteristics tend to have
a large impact on innovation in all three policy fields and a significant influence on
policy outcomes in the fields of education and economic development. Meanwhile, state
socioeconomic characteristics have a constant moderately strong impact on state
innovation and state policy adoption in the fields of education and criminal justice, but
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much lower influence on both innovation and policy outcomes in the field of economic
development. Finally, state diversity characteristics have a constant low-to-moderate
impact on state innovation in all three policy fields and a moderate impact on policy
adoption in the field of criminal justice.
To summarize, this study proposed a new internal determinants model of state
policy adoption that separated diversity as an important predictor of state innovation and
state policy adoption. This study also indicated that state political characteristics are
strong internal determinants of state policy adoption. It is clear, however, that changes to
the proposed model are necessary before policy analysts can use it as intended. Such
changes could include one or a combination of the following:
Revisions to the measuring instrument of diversity;
Combination of some categories of state diversity characteristics and state
political characteristics into a single construct;
Revisions to the finalized model to decrease a total number of variables in
the analysis. This can help address the issue of a limited population size.
Finally, the study showed that the relative importance of certain internal factors
differs slightly across the studied policy areas. Nonetheless, unless changes are made to
the finalized model of state policy adoption, this model should be used with caution to
predict the likelihood of adoption of a particular policy by a state. Future revisions to the
model are recommended before these results can be generalized to every policy field.
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Study Contributions
This study provides several important contributions to the existing body of
literature on the subject. First, it fills the gap in the current data. This study used 2000
U.S. Census Bureau data, 2007 Census American Community Survey (ACS) data, 2007
data from the National Conference of State Legislatures (NCSL), and state policy data
that are no more than three years old. Indices used to measure a latent construct of state
politics were compiled in 2000, 2002, and 2004. Indices used in the construct of state
diversity were compiled based on the 2007 data from the Census ACS and the National
Conference of State Legislatures (NCSL). The least-recent variables used in this study
are Elazar’s (1984) political culture group ratings, used in the construct of state politics,
and Walker’s (1969) scale of state innovativeness, which is one of two endogenous
variables in the study.
Second, the latest research on the subject of determinants of state policy adoption
dates back to the beginning of the 1990s, meaning that the last decade of policy adoption
is not covered by the existing literature. The only exception to that is research literature
related to innovation, as the topic of innovation has been of constant interest in the field
of state policy analysis, and some literature on characteristics of state legislatures.
Therefore, new research was necessary to fill gaps in the empirical analysis of state
policy.
Third, the hypothesized relationships between diversity, innovation, and state
policy adoption were established and clarified here. In addition, this study examined the
state policy adoption processes within five different policy areas. Finally, this study
employed a new statistical method of Structural Equation Modeling (SEM). A particular
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advantage of the structural equation model is that it provides an opportunity to
conceptualize unobserved variables in order to create constructs. In this study, three latent
unobserved constructs and the hypothesized relationships among them and among other
observed variables in the model were created.
Study Limitations
Structural Equation Modeling (SEM), a major analytical tool used in this study,
has several limitations that should be noted. The most crucial of these is that SEM cannot
test directionality in relationships. Considering that an arrow’s direction represents a
hypothesis of causality within a system, SEM is thus limited in its ability to recreate the
sample covariance and variance patterns that have been observed in nature. Because of
this, several models may fit a single set of data equally well. However, the structural
equation modeling approach remains useful to researchers who wish to understand
relational data in multivariate systems.
Another limitation of the study is the data used to test the model. This analysis is
limited to five policy areas: education, health care, criminal justice, economic
development, and the environment. Each policy area was represented by four policies.
Therefore, this study is limited to a total of 20 policies in five policy fields. While this
fact makes the study much more comprehensive than any comparative study of
innovation and policy adoption published to date, the validity and reliability of the results
could still be improved by the inclusion of more policies and policy areas. This is a
possible direction for future research on the topic.
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The delimitation of the study could be identified as construct validity. The study
itself is built on three unobserved constructs. Therefore, to the extent possible, the design
of the study should control very carefully for construct validity and should ensure that all
variables included in the constructs are well justified and accounted for. Results of the
confirmatory factor analysis revealed that all constructs used in this study are well
designed and have acceptable parameter estimates associated with them. The overall lowto-moderate model fit is likely to be explained not by the construct validity, but rather by
a limited population size.
Therefore, another limitation of the study is the sample size and population size.
The population size of 48 states is not sufficient enough to test the proposed model. The
complexity of relationships, the number of constructs, and the indicators used to measure
those constructs require a much larger sample to show statistically significant
relationships. Future researchers can potentially obtain a larger sample by going to the
county or municipal level of analysis.
Several attempts to improve the model fit—for example, by correlating error
terms, running a split-sample analysis, dissolving constructs, and using path modeling to
filter significant factors that determine state innovation and state policy adoption—did
not produce the desired results. Therefore, while the statistical method of SEM opens up
new opportunities in the analysis of state policy adoption processes, it requires some
modifications in order to be an appropriate tool to analyze American states.

151

Direction for Future Research
Some of this study’s limitations described above could be overcome by future
research in the field. For instance, improvements to the validity of the relevant constructs
could be made, in particular by revising the diversity construct and its indicators. For
instance, other aspects of diversity could be considered. The literature in fields other than
state policy adoption identifies various types of diversity, such as racial, social, cultural,
ethnic, and economic. This study only aimed to analyze some aspects of racial, ethnic and
gender diversity, as well as location diversity. A closer look at other types of diversity
and additional research of the latest immigration trends could help produce a better
construct of state diversity.
Special attention should be paid to socioeconomic characteristics of the states, as
social and economic aspects of diversity could follow similar patterns. It is essential to
coordinate a future development of the latent construct of state diversity with any
potential revisions to the construct of state socioeconomics. Analysis of the measurement
models included in this study indicates, for instance, that the frequently used
socioeconomic variable of education is insignificant when the latent construct of
socioeconomics is tested for construct validity. Therefore, internal relationships within
constructs and correlations among variables should be constantly analyzed.
When well-designed and revised constructs of state diversity and state
socioeconomics are formulated, an overall model of state innovation and state policy
adoption could be developed to account for external variables, such as federal influence
and potential regional differences in state policy adoption. The theoretical framework of
future analysis could be supplemented by diffusion models of state policy adoption.
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As described, SEM might not be an appropriate method for analyzing state policy
adoption in small population and sample sizes. Therefore, other analytical methods
should be explored in studies of the state internal characteristics, state innovation, and
state policy adoption. SEM could still be a useful technique in the analysis of policy
adoption, but the unit of analysis might have to be smaller, so that sample size can be
increased. For instance, the policy analysis literature might benefit from Structural
Equation Modeling when counties and municipalities are being analyzed.
Furthermore, as new data become available, a longitudinal study could improve
the validity of the model of state policy adoption. For example, the results of the 2010
U.S. Census will likely be released in 2011, at which time most of the socioeconomic and
some diversity variables could be updated. Data on state legislatures and their
demographics is also expanding. In addition, the future adoption of state policies
analyzed in this study would result in changes to an overall index of state policy adoption
and should be reflected in future research. New policy fields could also be added in the
future to increase the generalizability of study results.
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Table 24. List of Policies Used in the Study and Sources of Information

Selected Policies

# of
States
Adopted

Source of
Information

Accessibility

Additional Comments

Date

Education
Official Instruction
Time Restrictions

26

Education
Commission of
the States

Accessible
online at
www.ecs.org

Source: Education Commission of
States, StateNotes,
Scheduling/School Calendar,2007
Source: Education Commission of
States, StateNotes, P-16, 2007
(Information was compiled from a
combination of a Web site
research, legislative research, and
survey data.
In AZ: Pending.
Source: Education Bill Tracking
Database. Bill information is
collected from state Web sites,
state newsletters, StateNet,
LexisNexis and Westlaw.
Source: Education Bill Tracking
Database. Bill information is
collected from state Web sites,
state newsletters, StateNet,
LexisNexis and Westlaw.

Integrated System
of Education (K16, P-16, P-20)

30

Education
Commission of
the States

Accessible
online at
www.ecs.org

Class Size
Limitations

18

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

School Choice

40

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

Proposed and adopted policies. As
reported in the "American
Hospital Association's Hospital
Pricing Transparency Survey"

as of April
2006

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

Proposed and adopted policies.
Aggregated data: 2005-2007

as of
September
2007

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

20

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

47

National
Conference of
State Legislatures
National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org
Accessible
online at
www.ncsl.org

National
Conference of
State Legislatures

The Book of the
States, Vol. 39,
2007

as of October
2007

as of June
2006

as of October
2007

as of October
2007

Health Care
Disclosure of
Hospital and
Health Charges
Universal Health
Care Coverage
Mandatory
Counseling for
Abortions
Children's Health
Insurance Reform
Criminal Justice
Crime Records and
Information
Sharing
Time Limitations
for Prosecution of
Sexual Assaults

38

30

34

41

38
Capital
Punishment

as of October
2007
as of March
2007

Aggregated data: 2002-2007

as of August
2007

In NV - reports must be filed
within 4 years; in WY - no
policies were found

as of April
2007

Accessible
online at
www.ncsl.org

The National Highway Traffic
Administration data is
supplemented using the joint
NCSL/NCSL Legislative
Tracking Database

as of January
1, 2002,
updated
through
January 10,
2005

Annual
Publication of
the Council of
State
Governments
(www.csg.org)

Source: U.S. Department of
Justice, Bureau of Statistics,
Capital Punishment, 2005
(December 2006)

as of
December
2005

31
Aggravated Drunk
Driving/High BAC

In FL and MT: Permanently
enjoined by court order; policy
not in effect. Source:
Guttmacher Institute
Proposed and adopted policies.
Source: National Conference of
State Legislatures, 2007
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Economic Development

45

The Book of the
States, Vol. 39,
2007

Annual
Publication of
the Council of
State
Governments
(www.csg.org)

Source: Site Selection, November
2006

as of
November
2006

27

The Book of the
States, Vol. 39,
2007

Annual
Publication of
the Council of
State
Governments
(www.csg.org)

Source: Site Selection, November
2006

as of
November
2006

Tax Incentives:
Corporate Income
Tax Exemption

41

The Book of the
States, Vol. 39,
2007

Source: Site Selection, November
2006

as of
November
2006

Tax Incentives:
Personal Income
Tax Exemption

37

The Book of the
States, Vol. 39,
2007

Source: Site Selection, November
2006

as of
November
2006

Alternative Fuel

38

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

Pending and enacted policies.
Source: Energy and Air Quality
Policy Database

as of October
2007

Green Building
Mandates

12

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

Enacted policies

as of August
2007

Land Use/Smart
Growth

18

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

Pending and enacted policies
Source: Healthy Community
Design Legislation Database

as of October
2007

Fossil Energy:
Coal

13

National
Conference of
State Legislatures

Accessible
online at
www.ncsl.org

Pending and enacted policies.
Source: Energy and Air Quality
Policy Database

as of October
2007

Financial
Assistance: State
Authority of
Agency Revenue
Bond Financing
Financial
Assistance: State
Matching Funds
for City and /or
County Industrial
Financing
Programs

Annual
Publication of
the Council of
State
Governments
(www.csg.org)
Annual
Publication of
the Council of
State
Governments
(www.csg.org)

Environment
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Table 25. Correlation Matrix: All Study Variables
POPULAT

INCOME EDUC

URBAN

LEGMINOR LEGWOMEN BLACK

ASIAN

WHTMINOR REGION POLCUL

POLLIB

INTCOMP LEGPROF INNOVATE

POPULAT

1.000

INCOME

.513**

1.000

EDUC

.487**

.244

1.000

URBAN

.125

-.072

.458** 1.000

LEGMINOR

.646**

.655**

.431** -.036

LEGWOMEN

.038

.282

-.215

-.545** -.005

1.000

BLACK

.191

.551**

.034

-.204

.367*

1.000

ASIAN

-.665** -.298*

-.683** -.499** -.444** .309*

-.035

1.000

WHTMINOR

.041

-.038

-.341* -.557** .203

.248

.181

.245

REGION

.113

.470**

-.255

-.399** .352*

.439**

.739** .214

.441**

1.000

POLCUL

.115

.622**

-.013

-.428** .490**

.482**

.616** .171

.233

.738** 1.000

POLLIB

-.144

-.041

-.232

-.561** -.025

.500**

.249

.436** .580**

.445** .355*

1.000

INTCOMP

-.064

-.108

-.139

-.190

-.101

.266

-.111

.221

.079

.046

.329* 1.000

LEGPROF

-.632** -.361*

-.603** -.323*

-.323*

.079

-.148

.601** .320*

.160

.039

.356* .323*

INNOVATE

.402**

.500** .613**

.058

-.237

-.139

-.578** -.592**

-.465** -.400** -.570** -.219

.198

1.000

.556**

1.000

.156

1.000
-.589** 1.000

Note: POPULAT = 2007 Total population share; INCOME = 2007 Gini inequality index; EDUC = 2007 Percent of population
w/Bachelor Degree; URBAN = 2000 Percent of population living in urban areas; LEGMINOR = 2007 Legislative ethnic minority
index; LEGWOMEN=2007 Legislative gender diversity index (degree of); BLACK = 2007 Percentage of African American
population; ASIAN = 2007 Percentage of Asian population; WHTDIVER = 2007 State white diversity index (degree of); REGION
= State Southerness; POLCUL = Elazar's Political Culture; POLLIB = Gray's Policy Liberalism index; INTCOMP = Ranney's
Interparty Competition index (lack of); LEGPROF - Squire's Legislative Professionalism index; INNOVATE = Walker’s State
innovation score.
Note2: *. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).

Table 26. Correlation Matrix: Measurement Construct of Diversity (Lack of)
LEGMINOR

LEGWOMEN

BLACK

ASIAN

WHTDIVER

LEGMINOR

1.000

LEGWOMEN

-.005

1.000

BLACK

.556**

.367*

1.000

ASIAN

-.444**

.309*

-.035

1.000

WHTDIVER

.203

.248

.181

.245

1.000

REGION

.352*

.439**

.739**

.214

.441**

REGION

1.000

Note: LEGMINOR = 2007 Legislative ethnic minority index; LEGWOMEN=2007 Legislative gender diversity
index (degree of); BLACK = 2007 Percentage of African American population; ASIAN = 2007 Percentage of Asian
population; WHTDIVER = 2007 State white diversity index (degree of); REGION = State Southerness
Note2: *. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
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Table 27. Correlation Matrix: Measurement Construct of Socioeconomics
POPULAT

INCOME

EDUC

POPULAT

1.000

INCOME

.513**

1.000

EDUC

.487**

.244

1.000

URBAN

.125

-.072

.458**

URBAN

1.000

Note: POPULAT = 2007 Total population share; INCOME = 2007 Gini
inequality index; EDUC = 2007 Percent of population w/Bachelor Degree;
URBAN = 2000 Percent of population living in urban areas.
Note2: *. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).

Table 28. Correlation Matrix: Measurement Construct of Politics
POLCUL

POLLIB

INTCOMP

POLCUL

1.000

POLLIB

.355*

1.000

INTCOMP

.046

.329*

1.000

LEGPROF

.039

.356*

.323*

LEGPROF

1.000

Note: POLCUL = Elazar's Political Culture; POLLIB = Gray's Policy
Liberalism index; INTCOMP = Ranney's Interparty Competition
index; LEGPROF -Squire's Legislative Professionalism index
Note2: *. Correlation is significant at the 0.05 level (2-tailed).

159

APPENDIX C: RESULTS OF TESTING HYPOTHESIS V

160

.44

d1

URBAN
.66
.11
.33

d3

Socioeconomics

INCOME
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.53
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d4
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.79

d5
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.34
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d13
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.17
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Figure 26. Structural Equation Model: Hypothesis V – Education
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.30
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Figure 27. Structural Equation Model: Hypothesis V – Criminal Justice
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Figure 28. Structural Equation Model: Hypothesis V – Economic Development
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